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‘Workshop-on-Wheels- 
DODGE TRADESMAN for 1960 
helps you accomplish more... 
in shorter time 


There’s a place for almost everything in the Trades- 
man. Tools, fittings and supplies stow neatly in 
lock-up compartments, safe from weather damage 
and theft. For larger items, there’s a spacious floor 
71% feet long . . . with sliding roof available. The 
Tradesman is organized for quick job-handling, and 
is perfect for public utilities service! 


Choice of two body styles assembled by Dodge to 
save you delivery time: one with four compartments, 
one with six. Standard engine is a 120-hp. Six, with a 
200-hp. V-8 optional. Transmission choices inelude 
3- and 4-speed Synchro-Shift models and push- 
button automatic LoadFlite. Spacious cab, smooth 
ride, easy to handle . . . dependable. Better check 
with your Dodge dealer for the full story on how 
the 1960 Dodge Tradesman will help you accomplish 
more . . . in shorter time! 


A PRODUCT OF CHRYSLER CORPORATION 





Built-in "“Workbenc 
formed when you drop 
door of the horizo 
compartment on ei 
side. Handy, speeds y 
work every day. 


LoadFlite push-but 
automatic transmissi 
found only on Dod 
trucks, provides grea 
driving ease plus top eq 
omy. Optional. 


Dodge 4 x 4 Mode 
like this crew-or-catf 
carrying Town Wag 
deliver bonus traction. 
make any off-road | 
easy to reach. 
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Gas Tempering: Report No. 3 
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\ver-All 


Plant 


‘as Tempering 


...5maller Buildings Per KW 
...Less Structural Steel 

... Lighter Foundations 

... Shorter Steam Leads 


storically, the size of steam generating equipment 
s been based on two main considerations: space 
eded to burn fuel, and surface required to cool 
ses before they reach the convection surface. 
iler designers have long known that to cool the 
es, they had to use furnaces much larger than 
quired if complete combustion of the fuel were 
tp only consideration. Now with the proved-in- 
eration principle of Gas Tempering, the surface 
quirements to cool furnace exit gases are sub- 
ntially less. 


at is Gas Tempering? . . . it is the reintroduction 
cool flue gases near the furnace outlet to control 


the temperature of the furnace gases entering the 
convection surface. 


From The Foundation Up, Electric Utilities are find- 
ing B&W Gas Tempering the most effective method 
of controlling temperatures of gases leaving the 
furnace ... with a unit that is designed for minimum 
weight, height and bulk. 


Definitive Booklet: If you’d like to learn more about 
the economies and design flexibility available to 
you through Gas Tempering, write for Bulletin 
G-96. Address: The Babcock & Wilcox Company, 
Boiler Division, Barberton, Ohio. 





Major Advantages of B&W Gas Tempering 


... It cuts overall plant costs because the 
smaller size unit requires a smaller building 
per kw, a lighter foundation, less structural 
steel and shorter steam leads. 

. . . It enables you to utilize the most econom- 
ical available fuels. It permits the burning of 
a variety of coals without slagging, minimizes 
external corrosion of superheater tubes, and as- 
sures safe metal temperature, thus prolonging 


 \ 


tube life, regardless of the fuel fired. 


. . . It provides safe superheater tube tempera- 
ture by positive gas temperature control; it pro- 
tects superheater during startup and under all 
Operating conditions. 

. . . It makes it safer to design for economies 


offered by operation’ at steam temperatures of 
1050 F and above.’ 
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THE BABCOCK & WILCOX COMPANY 
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BOILER DIVISION 











N°’ and then an enterprising merchant 
who wants to underscore a bargain 
will direct attention to a time comparison 
of prices. If it is a fact that the price of 
the product advertised is the same or even 
somewhat less than it was several years 
before, that is usually pretty good prima 
facie evidence of a bargain, without going 
any farther. 


Way is this so? It is so because the pub- 
lic has grown to take inflation (whether 
creeping or galloping) for granted. It is 
to be assumed that prices will continue to 
rise indefinitely. And, contrary to the law 
of gravity, what goes up does not neces- 
sarily come down—ever—in the field of 
price economics. But is this mute accept- 
ance of the inevitability of inflation not 
an insidious and dangerous thing in itself ? 
For once inflation is accepted as inevitable, 
the relative pace over any given period be- 
comes seemingly less important. It be- 
comes merely a detail in a general pattern, 
so to speak. 





SOMETIMES a price comparison can 
serve as a real shocker to the public con- 
science—such as the reprinting of a very 
old newspaper advertisement, price list, 
menu, etc., serves to remind us how far we 
have come from the good old days of the 
five-cent cigar. It can be argued, of course, 
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FERGUS J. MCDIARMID 


that we have built a good many positive 
values into the increased prices—factors 
which may be counted as economic bene- 
fits: higher wages, social security, and 
other welfare items, to say nothing of con- 
tributions for the skyscraping taxes and 
the cost of war, hot or cold. 





RECENT studies have shown that gov- 
ernment measures which might have 
curbed inflation in steel were not quite 
the ones which might have been appro- 
priate in machinery. A wage-push in- 
flation is not very sensitive to a mere 
shifting of interest rates by the money 
authorities. Tight money, on the other 
hand, may choke back excessive demand 
when the inflation stems from that source. 


jon how long can the American dollar 
stand this constant and increasing 
erosion of purchasing power? What will 
happen in the field of utility regulation, if 
the constant succession of rate increases 
falls so far behind increasing operating 
costs as to forfeit investor confidence? 
The leading article in this issue explores 
some disquieting developments along 
these lines in recent months. There are 
signs that the label “big spender”’ is losing 
its appeal. Notwithstanding all the Amer- 
ican dollars thrown around the world on 
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¥ 
pioneer 


SERVICE 
& 


ENGINEERING CO. In 1952 Pioneer joined with other groups, all 
231 S. La Salle Street, reporting to the Atomic Energy Commission, for 
Chicago, Illinois constant study of atomic energy application. 

Today Pioneer is qualified as a consultant to 

industry in the application of atomic reactor 

systems to the generation of electric power. 

Presently, Pioneer is acting as architect-engineer 
and supervisor of construction of the 66,000 kw 
commercial atomic power plant shown here. 

Allis-Chalmers Mfg. Co. is the prime contractor. 

Scheduled for 1962 completion, the plant, for the 

Northern States Power Co., will be known as 
the “Pathfinder”. 
Organized as Central Utilities Atomic Power 
Associates, these utilities will share in the research 
and development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities Co., 
Madison Gas and Electric Co., Mississippi 
Valley Public Service Co., Northwestern Public 
Service Co., Ottertail Power Co., St. Joseph Light 
and Power Co., Wisconsin Public Service Corp. 
PIONEER SERVICE & ENGINEERING CO., 231 South 
La Salle Street, Chicago, Illinois 


NEW! 


Write for 40-page booklet, ‘‘Pioneering New 
Horizons in Power’’. Describes, illustrates 
Pioneer's engineering services, and corpo- 

rate services, from financing to operation. 


Sketch of “Pathfinder” 
commercial atomic power plant 
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foreign aid, we see signs of distrust of 
our once impregnable dollar in these very 
same foreign countries. Our diminishing 
gold hoard is causing concern about our 
fiscal policy. 


THE author of this leading article on 
“Tight Money and Utility Regulation” is 
Fercus J. McD1armip, vice president of 
investments of The Lincoln National Life 
Insurance Company, Fort Wayne, Indi- 
ana. He is a well-known author on utility 
investments. Originally from Canada and 
a graduate of the University of Toronto. 
Mr. McDrarmip has made a career of 
actuarial mathematics and public utility 
securities. He started to work for The 
Lincoln National Life Insurance Company 
three days after graduating in 1928, and 
is still associated with that company after 
almost three decades. What this veteran 
institutional investor sees ahead is worthy 
of careful consideration by all utility peo- 
ple and their regulators. 


0 ‘ ‘ 0 
* * te 
* * * * 


hs H. Mircue tt, president of 
Northern Indiana Public Service 
Company, has come up with a modern 
story about feeding a kitten until it grows 
into a man-eating tiger. His reference is 
to subsidized co-operative operations and 
their impact on investor-owned electric 
utility companies. Our national concern for 
supplying the farmer with necessary util- 
ity services is now giving way to concern 
for disposing of an expanding creation of 
government subsidy. As tax-paying busi- 
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ness leaves the rural utility service field, 
the cost of artificial subsidy stands to in- 
crease. And this raises the question of who 
will eventually be left to pay the bill for 
federal upkeep and national defense. 


Dean H. MitTcHett has spent more 
than thirty-four years in the utility field— 
twenty-one of them as president of North- 
ern Indiana Public Service Company, 
which is in both the gas and electric util- 
ity business. He is a former (1956) pres- 
ident of the American Gas Association, 
and in 1951 was appointed by the Secre- 
tary of the Interior to the National Gas 
Industry Advisory Council. Mr. Mircu- 
ELL is also past president of the Indiana 
State Chamber of Commerce and a direc- 
tor of the United States Chamber of Com- 
merce. He has also been very active in 
charitable and religious work. He was 
born in Erie, Pennsylvania, and moved to 
Illinois as a child. He is a graduate of the 
University of Chicago and attended 
Northwestern University Law School. 


* * * * 


LFRED J. BARRAN, president of the 
General Telephone Company of the 
Northwest, whose article on the triple re- 
sponsibility of public utility management 
begins on page 916, is a native of Ohio 
and a graduate of Denison University in 
that state. During World War II he served 
in the Navy as Commander of an escort 
ship in the invasions of Normandy, Oki- 
nawa, and the occupation of Korea and 
China. He holds a Lieutenant Command- 
er’s commission in the Naval Reserve. He 
started in telephone work with the Pacific 
Telephone & Telegraph Company and 
later joined the Associated Telephone 
Company, Ltd., in 1946, which has since 
become General Telephone Company of 
California. Earlier this vear he was pro- 
moted to the presidency of the affiliated 
General Telephone Company of the North- 
west. 


THE next number of this magazine will 
be out December 17th. 


In Chitin 
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Typical Users of 






Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J.H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 








General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 





Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 











This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 













Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


















Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 





















Coming IN THE NEXT ISSUE 


(December 17, 1959, issue) 


LONG-RANGE PLANNING FOR PUBLIC UTILITIES 


Paul E. Weiland, director of utilities, Ohio Public Utilities Commission, examines the 
present inflation pattern and the growing cost of capital in relation to public utility 
rates and rate making. Mr. Weiland's article notes that the future demands that the 
rate-making process give consideration to the requirements of the future and he 
observes that a new approach to preparing and presenting rate applications may 
be called for. 


PUBLIC UTILITY FRANCHISES—ARE THEY NECESSARY? 


The subject of the public utility franchise is investigated by Thomas C. Campbell, 
Jr., professor of economics at West Virginia University. What is a franchise? Who 
grants and regulates them? What are the rights of parties upon their expiration? 
These and other basic questions are answered by Professor Campbell's article. The 
implications of a recent West Virginia court decision, which would seem to indicate 
that the franchise has lost much of its significance, is commented upon in Professor 
Campbell's article. 


WHY NOT PLUMP FOR REGULATION ITSELF? 


To the public the process of rate regulation is quite generally regarded as something 
of a mystery. Comparatively few people knew anything about regulation before the 
end of World War II and the cccasional sessions of pillow fighting that have char- 
acterized some rate hearings have led many to suspect that the utilities and the 
commissioners are hereditary enemies. James H. Collins, free-lance writer of Wash- 
ington, D. C., suggests in this article that it might be a good idea if a bit of 'plumping’’ 
would be done on behalf of regulation itself. He suggests that a new type of work 
for public relations men might be to inform the public of this distinctly American 
way of conducting utility business. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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_THE BEST METHOD OF MAINTAINING 
P-TO-DATE BILLING ANALYSES 


The “One-step” Method delivers monthly reports in 
a matter of days instead of weeks. Rate engineers 
using this service know its value in checking and 
comparing seasonal consumption, and in planning 
for the future. Also, in the event of a pending rate 
case, the monthly reports make it a simple matter 
to prepare supplemental data when the case is called 


for hearing. The service has still another value in 


‘our inquiry is invited. We would like to send you 


ur booklet describing the ‘“‘One Step’’ Method 
— write Dept. U-2 (no obligation) 


ECORDING & STATISTICAL 


Keep in step with 





CORPORATION 








D0 Sixth Avenue - New York 13, N. Y. 


“ONE STEP”... 


dard Report 
R &sS gem 


a AALS - Commerce wrt 
—", avive 

aut 
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presenting rate cases — public service commissions 
readily recognize and accept analyses supported by 


R & S “One Step” reports. 


There are other provable reasons why you should 
investigate the “One Step” Method—all the work is 
done in our office—figures are produced faster and 


more economically than by other methods. 





This exclusive R & S service is made possible by this 
machine of our invention. 


















CEaoukeble Cee 


“There never was in the world two opinions altke.” 


Rosert E. WILsoNn 
Chairman of the board, Standard 
Oil Company (Indiana). 


Joun J. ALLEN, JR. 
Under Secretary of Commerce 
for Transportation. 


Excerpt from the Guaranty Survey, 
published by Guaranty Trust 
Company, New York. 


T. J. OBAL 
Senior economist, Ford 
Motor Company. 


J. Paut Getty 
Industrialist. 


S. SLoan CoLt 
Chairman, Port of New York 
Authority. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


—MOoNTAIGNE 





“While some reasonable unemployment compensa- 
tion is justified, it is, to my view, unthinkable that a 
man should be paid as much, or nearly as much, for not 
working as he is for working.” 


> 


“If the railroad industry is to grow and serve our 
future economy, it must be able to develop a policy of 
service and pricing that will serve the transport needs 
of the public, not hampered by unreasonable public 
policies.” 


¥ 


“Production, and hence employment, depends upon 
the demands of buyers, and in an economy of indi- 
vidual choice, government cannot directly regulate the 
behavior of the millions of consumers and investors 
who buy the products of industry.” 


> 


“Continued business expansion in 1960 will depend 
primarily on further increases in business spending on 
capital goods and consumer spending on durable goods. 
Rising income from these areas will provide further 
strength in consumer spending for services and non- 
durable goods.” 

ca 


“Nothing wrecks an organization’s morale faster 
than the familiar type of executive who comes into the 
office late, takes a three-hour lunch, then leaves early 
for a golf-course ‘business conference.’ Even the office 
boy knows that business transacted in three hours over 
a lunch table can be handled in fifteen minutes in the 
office.” 


* 


“Now, it would be grossly unrealistic to expect Eu- 
rope’s revived industry not to attempt to re-enter the 
rich Latin American market or, for that matter, any of 
the other major markets. By deploring the return to a 
more competitive market we are in effect weakening 
the economic fabric of the free world and impeding the 
efforts of our friends to stand on their own economic 
feet. Let us, therefore, welcome rather than reject all 
fair competition in the world market place.” 


¥ 


“There is only one right way to cut taxes, and that 
is to reduce government spending to the point where 
lower taxes would not unbalance the budget. But the 
government is not moving in that direction ; it is moving 
in the direction of ever-increasing spending, spending, 
not only for essentials like defense but also for a whole 
flock of activities the government has no business en- 
gaging in anyway. That being the case, our terrible 
taxes must remain; in fact, they should be increased.” 
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_Columbi 


ro. ghout its service territory—in Ohio, 

pnnsylvania, West Virginia, Kentucky, 
irginia, Maryland and southern New 
ork — natural gas continues to be the 
eferred fuel for home and industry. 


(@reyhobecteye- mer: h- 


| serves a very special 
part of America 


ed in the 


& Serves. 


THE COLUMB 
SYSTEM, INC. 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 


120 EAST 4ist STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 











PROCEEDINGS 


AT PHOENIX, ARIZONA 
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including the following: 


1958 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 


THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case 
for Repeal of the Excise Taxes on Transportation and Communications", and "The 


Treatment of Accelerated Depreciation for Rate Making Purposes." 
Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 


Accounts for utilities having annual water operating revenues of $250,000 or more .... $4.50 
Class C — 100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more and 
eR MEI Ses sr cre esd Oo MK aah oe ered eee agi g ah cease Bin 3.50 
Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 2.00 
NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
OES aN MPI Bree ea AC yo gots 5h ones As SA's BAG Gas WWE e wba Owed SENS 1.00 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
Se EIN RE PIPEED COMTID TROL NUDE | coco) wici.esy vie 4awie' se ewok ssiaeeceSee cd bce eseres 2.00 
Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 1.25 
Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
SpA ERAN RED EDEL 50, Sechenviogesinls Wises a nleHie NS ov Go oF Ae 9h0E wa 09 8:0 2.00 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 4.50 
1946—Methods of Pricing Retirements from Group Property Accounts .................. 1.25 
1948—Letter Symbols for Mathematics of Depreciation ................ceeeceeceeeeeee 1.00 
1948—Half Cycle Methods of Estimating Service Life ............ 00... cece eee ee ee eees 1.00 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
SpETRAA URINE SONI UND ion sn oy Ss oles i aap eS Re baasescees 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 1.00 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 
Book Cost Retired for Electric, Gas and Telephone Companies) .................. 1.00 
(When remittance accompanies order, we pay forwarding charges) 
NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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TRADEMARK 


it takes a lot of figurework to transform blueprints 
nto refrigerators and vacuum tubes,” Philco 
orporation reports. “We solve figurework quickly 
id accurately with REMINGTON RAND “99” Printing 
alculators.” 
From tiny transistors to huge communications and 
msumer products, Philco serves the nation’s homes 
id industries. At Phileo Corporation, you’ll find “99” 
ilculators in the Electronics Accounting Depart- 
ent, Finance, Industrial Division, etc. They’re cer- 
in of first-run accuracy because the ‘99’ prints all 
sential factors and the answer on tape (factors in 
ack, answer in red ink}. Worth two machines, the 
9” Calculator also works as an adding machine. 
$6.68 a week after small down payment, much less 


ith trade-in. Contact your local Remington Rand 


» 


fice or write for folder C1152, Room 2202, 315 Park 
venue South, New York 10, New York. 
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Twofold Benefits From The 


Analysts Journa 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 
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Penns 
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ADVERTISE IN THE ANALYSTS JOURNAL Jan, 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 








THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 
O Please enter my subscription for one year at the subscription rate 


of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 
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Thursday—3 


Southern Gas Association, 

Transmission Section, be- 

gins round-table discussion, 
Dallas, Tex. 


Friday—4 


National Warm Air and 

Air Conditioning Associa- 

tion ends four-day conven- 
tion, St. Louis, Mo. 


Saturday—5 


Interstate Oil Compact 

Commission ends three-day 

annual meeting,  Phila- 
delphia, Pa. 


Sunday—6 


National Retail Merchants 
Association will hold an- 
nual convention, New York, 
N. Y. Jan. 10-14, 1960. 
Advance notice. 


ey) 





Monday—7 


Pennsylvania Electric As- 

sociation, Systems Opera- 

tion Committee, will hold 

meeting, Philadelphia, Pa. 

Jan, 21-26, 1960. Advance 
notice. 


Tuesday—8 


Conference on 
of Electrical 
Wash- 


National 

Application 

Insulation begins, 
ington, D. C. 


Wednesday—9 


American Standards Asso- 

ciation begins annual meet- 

ing and standards council, 
New York, N. Y. 


Thursday—10 


Oklahoma Uttlities Asso- 
ciation, Accounting Sec- 
tion, will hold meeting, 
Tulsa, Okla. Jan. 22, 1960. 
Advance notice. 











Friday—11 


National Association of 
Broadcasters will hold 
cling of board of direc- 
Palm Springs, Cal. 
24-29, 1960. Advance 


notice. 


Saturday—12 


Association of National Ad- 


vertisers will hold adver- 

tising research workshop, 

New York, N. Y. Jan. 27, 
1960. Advance notice. 


Sunday—13 


American Institute of Elec- 

trical Engineers will hold 

winter general meeting, 

New York, N. Y. Jan. 31- 

Feb. 5, 1960. Advance 
notice. 


Monday—14 


Industrial Electrification 
Council will hold fourth 
biennial national electric 
heating conference, Cincin- 
nati, Ohio. Feb. 1-4, 1960. 
Advance notice. 


© 





Tuesday—15 


An rican Society for Test- 

ing Materials will hold 

conimittee week, Chicago, 

Ill, Feb, 1-5, 1960. Advance 
notice. 





Wednesday—16 


American. Water Works 
Association, Indiana Sec- 
tion, will hold annual meet- 
ing, Indianapolis, Ind. Feb. 
3-5, 1960. Advance notice. 





Thursday—17 


Minnesota Telephone Asso- 
ciation will hold annual 
convention, St. Paul, Minn. 
Feb. 7-10, 1960. Advance 


notice. 





Friday—18 


Missouri Valley Electric 
Association will hold indus- 
trial and commercial sales 
conference, Kansas City, 
Mo. Feb. 8, 9, 1960. Ad- 


vance notice. 
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Original drawing by F. J. Conboy 


Twentieth Century Power—BC Aqueduct 


A singular study in contrasts—of civilizations and methods—is depicted in this 
crossing of an ancient aqueduct near the old Appian Way near Rome, 
Italy, and the high-voltage transmission lines symbolic of 
modern electric power. 
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Tight Money and Utility Regulation 


By FERGUS J. McDIARMID* 










A number of utilities are today earning a rate of return that is too low in 
relation to the cost of financing additional capital. Only by partial confiscation 
of senior capital acquired some years ago have many of them been able to 
survive. The financial facts of life should be dramatically depicted to regula- 
tory commissions to point up the problems utilities face in competing for 
capital in a tight money market. 















Ga N March, 1952, the Pustic UTILITIES is likely to be downward for as far as 
ao FoRTNIGHTLY published an article of one can see ahead. 

mine which should help to set me up As this idea sinks home, people will 

as a minor prophet of sorts, several rungs be increasingly less willing to invest 

7 ai below Jeremiah but on the same ladder.? their savings in media which promise 

ak A couple of brief quotations therefrom only a fixed dollar rate of return and a 

will illustrate my point: fixed repayment in dollars some time 





in the more or less distant future... . 
. . . Other industries may accumulate 
all or the greater part of their capital 
requirements from internal sources, but 
not the utilities. These seem likely over 





. most students of economic affairs 
seem to feel that the long-term trend 
in the purchasing power of our money 

















Boy _ *Vice president, investments, The Lincoln Na- : : 
y GP tional Life Insurance Company, Fort Wayne, the longer term to have increasing 
aihis Indiana. For additional personal note, see “Pages ; H ‘ z 
with the Editors.” difficulty in attracting such capital at 
1“Utility Finance and Regulation in an Age of moderate cost through the medium of 






fixed dollar securities—bonds and non- 
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— March 27, 1952, issue. Vol. XLIX, No. 7, 
p. 399, 
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convertible preferred stocks. 


Interest rates on public utility bonds 
lave recently been at the highest level in 
twenty-five years. A large electric utility 
in September sold a bond issue at a 5.77 
per cent money cost, and in the same 
month a member company of the Bell sys- 
tem sold debentures at a 5.72 per cent 
money cost, the highest rate paid by a 
company of that system since 1923. 


pe the above quotations were written 

in 1952, our dollar has had another 10 
per cent whittled out of its value, accord- 
ing to the increasingly publicized Con- 
sumers Price Index of the United States 
Department of Labor. This is equivalent 
to a loss in its value of about 14 per cent 
a year, which is well below the limits of 
toleration set by some advocates of creep- 
ing inflation. However, this loss took place 
during an administration dedicated to 
sound money and conservative fiscal 
policies. 

Even more significant than this decline 
in money value are the changes in public 
psychology which have taken place during 
this period. The chickens of profligate 
economic and fiscal policies have been 
coming home to roost in the consciousness 
of our people, bringing along with them 
a goodly contingent of buzzards. Infla- 
tionary psychology has taken hold to a 
point where it has radically altered the 
complexion of our financial markets. The 
signs of this are all around us. People 
do not seem to like bonds much any more. 
They seem greatly to prefer common 
stocks. The monthly surrenders of Series 
E and H Treasury bonds have greatly ex- 
ceeded new sales in spite of a continuous 
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campaign to promote them. The very 
great popularity of mutual funds prob- 
ably indicates not so much unbounded 
optimism as to the future of our economy 
as distrust for alternative fixed dollar in- 
vestment media. 


, iw prices of Treasury bonds have 

been sagging to all-time lows, al- 
though trading in them is small for lack 
of buyers. At certain times within the past 
year it was entirely possible to offer these 
Treasury bonds for sale at the quoted 
prices and to find a complete absence of 
buyers for days on end. These bonds, both 
short- and long-term, are now quoted to 
yield far in excess of the 4} per cent 
upper limit prescribed for new Treasury 
issues of five years and longer. In fact, 
the Treasury recently found it necessary 
to offer a 5 per cent rate on bonds due 
in a little under five years. 

Meanwhile, Congress sits like a later- 
day King Canute, ordering the tide of in- 
terest rates to roll back. The original 
Canute seems to have been a fellow with 
a sense of humor. He no doubt performed 
his alleged act with tongue in cheek and 
all he was risking were some dampened 
royal robes. This he had an undoubted 
right to do as, after all, they were his 
clothes. 

Our later-day Canutes, however, seem 
to take themselves much more seri- 
ously and they are risking much more. 
They are risking a further watering down 
of our already anemic dollar, which, of 
course, can do us all great harm. As a 
result of their stand, the public debt is 
becoming increasingly concentrated in 
short maturities, preparatory to turning 
into inflationary bank deposits and cash. 
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Balance of Payments Problem 


F  apseenaag leading article in the authori- 
tative London Economist bore the 
title, “The Year Europe Caught Up.” I 
quote from it as follows: 


Measured in terms of the movement 
of gold assets and short-term dollar 
liabilities, though not in terms of the 
current balance of commercial pay- 
ments, the United States is today a ma- 
jor deficit country. Its transfers of gold 
and other assets to the rest of the world 
are running at an annual rate of about 
$4.5 billion, following last year’s trans- 
fer of $3 billion. America’s surplus on 
commercial account has run down from 
its quite abnormal level in the years be- 
fore Europe had fully recovered, while 
at the same time America’s special gov- 
ernment payments have not diminished 
in total. 


Incidentally, this year for the first time 
in nearly a century, Great Britain will 
show a comfortable surplus in her trade 
with the United States. 


_—— the above more bluntly, for the 
first time in living memory this coun- 
try is faced with a balance of payments 
problem. Distrust of our once impregnable 
dollar now exists in some conservative 
banking circles abroad. Our diminished 
gold hoard.of about $19.5 billion is now 
largely offset by short-term claims against 
us totaling about $18 billion, or nearly 
double their amount of eight years ago. 
Our monetary authorities are now in the 
unenviable position of having to keep 
short-term interest rates here attractive 
enough so that these rising short-term 
foreign claims will not translate them- 


selves into an embarrassing outflow of 
gold. 

These rising foreign claims and gold 
outflow indicate that internationally we 
have been living beyond our means. Com- 
mercially we have been paying our way 
with something to spare, but to make good 
on our foreign aid and foreign military 
commitments we have on balance been go- 
ing rather heavily into debt abroad on a 
short-term basis. 

Also, thanks to our price wage spiral, 
our competitive position has been de- 
teriorating. This in turn has encouraged 
the export of capital on the part of 
American business to take advantage 
of lower production costs abroad. To such 
large domestic users of capital as our pub- 
lic utilities, this adverse balance of pay- 
ments is important in that it is helping to 
create a shortage of real investment capi- 
tal in this country and is tending to in- 
crease the cost of that capital. 


The Welfare State Discourages Saving 


_— type of economy by its very 
nature tends to discourage saving 
and encourage spending and consumption. 
After all, why save for a rainy day if it 
is not going to rain any more? Under a 
welfare state people want to borrow more 
money than people are prepared to save, 
and the government is under great pres- 
sure to create the difference through the 
medium of deficit financing. 

On this subject I cannot do better than 
quote from a recent report of a well- 
known investment trust. The quotation, I 
believe, expresses the personal views of 
a gentleman who is chairman of this trust, 
is a partner of a leading international 
banking house, and is, among other things, 
probably the most able economic and fi- 
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nancial analyst it has been my privilege 
to know: 


We reiterate that our fundamental 
maladjustments converge on the prob- 
lem of controlling inflation. How to 
maintain “politically” full employment, 
a balanced budget, and a stable price 
level in a society which is determined 
to spend more than it is willing to save, 
must in our opinion remain an unsolved 
problem. 


An inflationary bias has been bred 
into the federal budget. It is balanced 
with difficulty in years of high business 
activity; heavy deficits in a recession 
year are welcomed as a “stabilizer” to 
the economy. The simple record (fiscal 
years) : 1957—surplus, $1,596 million; 
1958 — deficit, $2,819 million; 1959 
—deficit, $12,541 million; 1960 (offi- 
cial estimate)—surplus, $70 million. 
Basically the increased federal spend- 
ing is not for defense; if all na- 
tional defense expenditures are ex- 
cluded (including atomic energy, stock- 
piling, military assistance, foreign aid, 
and technical development), the so- 


called ordinary expenditures have in- 
creased 60 per cent in the last five years, 
and account for seven-eighths of higher 
expenses of government. 

Wage increases continue at about the 
rate that has prevailed during the post- 
Korean period, with possibly some 
tendency for the rises to accelerate as 
recovery progresses. The slow, creeping 
increases in cost of living and whole- 
sale prices mask a diversity of move- 
ment in their constituent elements. A 
weakness in prices of agricultural prod- 
ucts essentially offsets moderate in- 
creases in those of industrial goods, and 
very sharp increases of services—the 
latter not susceptible to the economies 
of mass production. The steel industry’s 
effort to check wage and price inflation 
in that industry is an exception; the 
problem is far too great to be solved 
by any single industry. The extent to 
which the rise in production costs in 
the United States is impairing our com- 
petitive position in world markets may 
be open to debate; the deteriorating 
ratio of our exports to imports is a 
matter of record. 


UNDER OUR economic system, tight money, which means high interest rates 


and difficulty in procuring loans, seems to be the only practical alternative to 
more inflation. Some people who should understand this simple fact, and 


probably do understand it, still tend to oppose the idea. This group even in- 
cludes some bankers. To many people the ability to borrow all they want at 
modest interest rates and pay it back as they choose is looked upon as a nat- 
ural human right, along with life, liberty, and the pursuit of happiness. The 
idea of attempting to match up total borrowing in the country with total 
savings represents a type of discipline just too hard to face. 


A of this has become a very serious 
business for us because we find our- 
selves in stern competition with a type of 
economy which is the antithesis of a wel- 
fare state. If we were not aware of this 
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before the recent visit of Mr. Khrushchev, 
we have now been officially put on notice. 
Communism as practiced in Russia is a 
type of state Capitalism which produces 
quite high savings, savings which are 
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relatively higher in proportion to income 
than our own, according to the available 
data. Under Communism, savings are a 
prior claim on the national income, the 
size of this claim being determined by 
state policy; and the people live as best 
they can on what is left. What is prob- 
ably most important of all is that the gov- 
ernment can and does direct the use to be 
made of these savings, directing them 
mainly to build up heavy industrial po- 
tential, and only to a minor extent into 
consumers’ durable goods. This is clearly 
indicated by the data in Table I below. 

Under our system, savings are a resid- 
ual item, what is left over after we have 
consumed what we want. Moreover, we 
make little attempt to direct the flow of 
these savings, except through the medium 
of the financial markets. 


’ is very likely our economic race 
with Communism will be decided to a 
large extent on the basis of which system 


is the most effective in accumulating sav- 
ings for real investment, and which makes 
the most effective use of such savings. 
This is the factor which, in all probability, 
mainly determines the relative power of 
modern states. In such a race in a free 
society such as our own, where saving is 
still a voluntary process, a degenerating 
currency can be an insuperable handicap 
because it discourages the savings process. 
Why, after all, save dollars if one is to 
reap his ultimate reward in the form of 
dollarettes? Hence the vital need to stabi- 
lize the value of our dollar at almost any 
required sacrifice. 


Bonds Have Become Unpopular 


s this article is written, U. S. Treasury 
bonds of quite short duration are 
quoted to yield between 43 per cent and 
5 per cent. This fact has recently become 
reflected in the borrowing costs of public 
utilities, which are now at close to the 
highest level in thirty-five years. In Can- 


TABLE I 
U. S. VERSUS SOVIET UNION PRODUCTION, 1958 


Cotton Fabrics 
Wool Fabrics 
Leather Shoes 


Motorcars or Cycles 
Refrigerators 
Washing Machines 
Radio Sets 
Television Sets 


Per Head of Population 
U.S.S.R. 
84 Ib. 
8 Ib. 
15 Ib. 
57 Ib. 
31 yds. 
1.6 yds. 
1.7 pair 
24 Ib. 


Per 1,000 Population 
. U.S.S.R. 

1.7 

1.7 

2.3 

17.0 

4.0 


It is estimated that the Russians will still live two to a room by 1965. 


Source, The Economist (London). 


DECEMBER 3, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


ada, where interest rates are traditionally 
higher than in this country, the govern- 
ment recently offered a large refunding 
issue with the purchasers being given a 
choice between one- and three-year bonds, 
each to yield in the neighborhood of 64 
per cent. They even saw fit to sweeten the 
deal by offering a valuable exchange of 
these bonds into longer-term bonds at the 
option of the holder. 

Quite evidently the bond buyer has be- 
come a very coy individual indeed who 
requires a lot of coaxing. Or should we 
say that the burnt child fears the fire? 
For in the last eighteen years the holder 
of bonds has had a very bad time of it. 
It can be easily demonstrated that over 
that period the holders of all of the bonds 
of a large segment of the public utility 
industry, including the electric and tele- 
phone companies, have actually received 
a negative return on their investment. The 
total of all interest paid on these bonds 


= 


over that period has hardly been-sufficient 
to offset the loss in their principal value 
due to inflation. Add to this the fact that 
some of this interest has been taken in 
taxes and also that the market values of 
most of these issues have shrunken greatly 
as interest rates have risen. 


HE way things have worked out for 

the purchasers of two individual 
long-term public utility bond issues is 
shown in Table II this page. 

Both of these issues carry the highest 
quality bond ratings. Issue A was sold in 
1945 and Issue B in 1949. In both cases 
I have converted the dollars representing 
all interest payments to date, and also the 
dollars representing the current market 
value of the bonds, into dollars having 
the same purchasing power as those which 
were originally paid for these bonds at 
their time of issue. It required, for ex- 
ample, only $62 of 1945 purchasing power 


TABLE II 


Issue A 22% Issue Maturing 1985 


Offered Oct. 9, 1945, at 101.83 


Price Per $1,000 Bond in 1945 
Interest Paid to Date 

(thirteen and one-half years) 
Present Value of Bond 


Issue B 34% Issue Maturing 1983 


Offered May 5, 1948, at 102. 


Price Per $1,000 Bond in 1948 


50 


Latest Quoted Price 71. 


Value Expressed 
In Dollars of 1945 


Current Dollars Purchasing Power* 


$1,018.30 


371.25 
710.00 
1,081.25 


$1,018.30 
264.00 
441.00 
705.00 

Latest Quoted Price 77% 


Value Expressed 
In Dollars of 1948 


Current Dollars Purchasing Power* 


Interest Paid to Date (eleven years)... 


Present Value cf Bond 


$1,025.00 
343.75 
775.00 
1,118.75 


$1,025.00 
313.00 
643.00 
956.00 


*The Consumers Price Index of the U. S. Department of Labor was used 


to make the adjustments. 
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to equal the purchasing power of $100 in 
1959. Thus bond Issue A, which has a 
present market value of $710 per $1,000 
bond, has a present real value equivalent 
to only $441 of the kind that were paid 
for the bond back in 1945. Also, bond A 
has paid $371.25 of interest to date but 
this interest was paid in dollars of vary- 
ing purchasing power and they had a real 
value at the time they were paid equal to 
only $264 in 1945. 

Therefore, the value of both the present 
market price and all interest payments to 
date was worth only $705 of 1945 pur- 
chasing power. This was 30 per cent less 
than the $1,018 paid for the bond at issue. 


So you see that the buyer of this bond has 
gotten no real return at all but has 
suffered a capital loss of 30 per cent. That 
is what a combination of artificially low 
interest rates and inflation did to him. 
Figuring it out the same way, the buyer 
of Issue B in 1949 did somewhat better. 
He got no real return either but his loss 
was only 7 per cent. Now if you purchased 
a stock and over an extended period of 
years the shrinkage in value greatly ex- 
ceeded the dividend return you received, 
you would say you had made a very poor 
buy. Over the last twenty years the buyers 
of bonds as a whole have had something 
approaching this experience. 


THE ABOVE calculations indicate that one of the best ways to dissipate the 


real values created by savings is systematically to buy the best of all possible 
bonds at the worst of all possible times. The real losses thus achieved in total 


magnitude have reduced to insignificance the default losses suffered by bond- 
holders during the Great Depression. It is possible that the managements of 
some public utilities may take a degree of satisfaction in the large amounts 
of bonds which they have outstanding carrying quite low coupon rates and 
maturing well into the future. This, however, should be a matter of limited 
rejoicing, for the golden egg has been consumed through investment in plant, 
and the goose that laid it, while not dead yet, is both a disillusioned and frus- 
trated bird, and very much on guard against similar treatment in the future. 


N the face of these facts, the apparently 

widespread desire to spring the same 
old trap on bondholders within the same 
generation is quite surprising. I refer, of 
course, to those who would have the Fed- 
eral Reserve authorities rig the govern- 
ment bond market, and presumably other 
bond markets, by buying bonds to sup- 
port the market artificially with newly 
created money. If an individual rigs the 
market for a stock in such a way as to 
defraud the public, he is likely to suffer 
the penalties of the law, but for a govern- 
ment to do the same thing to the market 
for its bonds is considered by some to be 


enlightened public policy. However, it is 
doubtful if such a trap can be success- 
fully sprung again at an early date. 
Memories may be short but not that short. 
An attempt to do so now would heighten 
inflationary psychology and accelerate the 
movement away from bonds and mort- 
gages as investment media. 


our type of economy, the most im- 

portant, and in some cases the only 
method, of tapping the savings of the pub- 
lic has been through the sale of fixed dol- 
lar media—bonds and mortgages. It is 
true that most industrial companies could 
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probably meet their outside capital re- 
quirements, if they had to do so, through 
the sale of stock. Even the public utilities 
might be able to do this, although it would 
represent a revolutionary change in their 
traditional methods of financing. How- 
ever, governments, both national and lo- 
cal, cannot sell stock; they can only 
finance through bonds. And home owners 
cannot sell stock; they must finance 
through mortgages or not at all. This is 
one reason why the declining popularity 
of fixed dollar investment media tends to 
have its most severe impact on govern- 
ment and home financing. It has a more 
severe impact on public utility financing 
than on that of industry in general. 


Hew can one account for the relative 

suddenness of the impact of tight 
money? As a result of deficit financing by 
the federal government, particularly dur- 
ing and immediately after World War II, 
our money supply represented by bank 
deposits and cash in circulation has greatly 
increased. This money supply in 1939 
totaled $63 billion, but by 1945 it had 
grown to $151 billion, to $177 billion in 
1950, to $217 billion in 1955, and to $231 
billion in 1959. Due to the very sharp rise 


in the money supply during and immedi- 
ately after World War II, a super- 
abundance of money seemed to exist and 
its rate of circulation slowed down. Bank 
loans at low interest rates were very easy 
to obtain and the total of such loans was 
low in relation to bank deposits. 


_ sudden increase in the money sup- 

ply was vastly greater than the in- 
crease in our productivity, but it took some 
time for this to be fully reflected in a high- 
er price level. However, we have steadily 
grown into our enlarged financial clothes 
until now even these are bursting at the 
seams. Prices have now risen to match 
the larger money supply, which in relation 
to our national income is now about as 
large as in 1929. Also, the rate of circula- 
tion of our money has been steadily in- 
creasing and this is also now about as 
rapid as in 1929. The banks are heavily 
loaned up and the monetary authorities 
rightly fear that any substantial increase 
in the money supply at this time will only 
lead to further inflation and a flight from 
the dollar, both on the part of holders of 
foreign dollar balances and on the part 
of our own people to the extent they are 
able to do so. 


The Shrinking Market for Fixed Dollar Securities 


— investors in general have probably not made actual calculations 
such as those presented above, they have an increasing awareness of 
what such calculations show. For this reason, as | have pointed out in previous 
articles in the FORTNIGHTLY, the market for corporate bonds, including 
utility bonds, other than convertible issues, has become almost entirely an 
institutional market. Individuals no longer buy these bonds. They are bought 
almost entirely by life insurance companies, pension funds, and some trust 
funds, which constitute a captive market for them. And, as | have previously 
pointed out in these pages, there are signs that this captive market is tending 
to shrink. 
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A FEW years ago the life insurance com- 

panies held about two-thirds of all 
public utility bonds outstanding. This 
proportion has dropped to a little under 
half, although the absolute amount of 
their holdings has continued to rise. A 
number of reasons may be stated for this 
trend : 

1. There is an increasing disfavor to- 
ward long-term bonds without significant 
amortization and with a minimum of call 
protection. These have treated their hold- 
ers particularly poorly, as the above illus- 
tration shows. 

2. The asset growth of the life com- 
panies has tended to level off somewhat 
due to the increased sale of term insur- 
ance which accumulates little assets. These 
companies have no trouble at all investing 
their available funds in industrial and 
municipal bonds, which usually have good 
amortization and call protection, and in 
real estate mortgages. 

3. The higher level of income tax re- 
cently imposed on the life insurance com- 
panies by the federal government ma- 
terially increases the advantage to them 
of tax-exempt municipal bonds and pre- 
ferred and common stocks whose divi- 
dends are 85 per cent tax-exempt when 
paid to another corporation. The advan- 
tage of owning fully taxable corporate 
bonds and mortgages has, therefore, de- 
clined relatively. 

It would be highly instructive if some- 
one would make a detailed and accurate 
study of just where the market is for 
public utility bonds today. However, the 
circumstantial evidence available seems to 
indicate that it is in large part with the 
pension funds, both those of private in- 
dustry and those for municipal and state 
employees. These are not subject to taxa- 


tion of their investment income. This 
market is probably concentrated with 
those pension funds which are largely re- 
stricted in their investment to the pur- 
chase of publicly sold, rated bonds. This 
particular market is probably tending to 
contract as pension funds are allowed 
greater latitude in their investment, and 
as their managements acquire greater 
sophistication. 


New Tax on Life Insurance Companies 


4S ten assets of life insurance companies 
total some $120 billion and are in- 
creasing at a rate of close to $6 billion a 
year. They are still by far the largest 
single market for long-term debt obliga- 
tions in the country. Therefore, the new 
federal tax imposed on these companies 
in 1959 should be of more than passing 
interest to the long-term corporate bor- 
rowers. The life insurance companies to 
date have been somewhat less successful 
in assessing the exact effect of this tax on 
their investment operations than the Rus- 
sians were in timing the arrival of a rocket 
on the moon. 

However, the general effect of this tax 
will be to increase the value of tax-exempt 
interest and stock dividends in relation to 
that of fully taxable bond and mortgage 
interest. Its impact in this respect will be 
much greater on some life insurance com- 
panies than on others. In extreme cases, 
75 cents of tax-exempt interest will have 
a value equivalent to about $1 of taxable 
interest. This would mean that a 44 per 
cent tax-exempt municipal bond would be 
as desirable as a 6 per cent corporate bond, 
assuming such other factors as security, 
term, and call protection, were similar. 
However, in most cases the effect of the 
tax will be relatively less powerful. 
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Insurance Companies’ Investment Portfolio ,Changes 


on at ity 


NE result of this tax to date has been to throw some life insurance com- 
panies which have large public utility bond portfolios, and which until 
recently have been substantial purchasers of such bonds, heavily into the mu- 
nicipal bond field, where they are now investing the bulk of their new money. 
lt has also caused them greatly to contract their mortgage loan operations, 
particularly in the residential field. The municipal bond field is very large and 
presumably it will not become overcrowded by these new entrants. In 1958 
a total of $7.4 billion of tax-exempt state and municipal bonds were sold 
against only $6.5 billion of corporate bonds of all types. In 1959 the total 
volume of new tax-exempt bonds may well exceed $8 billion. The continuing 
need for new schools, streets and roads, sewers and water systems would seem 
to ensure a continuing heavy supply of such bonds, more at times than the 
market can conveniently absorb. 


HE new tax on life insurance com- 

panies also greatly increases the value 
of preferred stocks to them. This is a type 
of security which only a year or so ago 
was having a pretty thin time of it with 
little investor demand. Under the new tax 
law, dividends on stocks are 85 per cent 
tax-exempt to a life insurance company. 
This means that in a case where 76 cents 
of tax-exempt interest is equivalent to $1 
of taxable interest, then 80 cents of stock 
dividends would be equally valuable. Put- 
ting it another way, in such an instance a 
5.4 per cent preferred stock dividend rate 
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would be as valuable as a 6} per cent cor- 
porate bond interest rate. 

Unlike the supply of municipal bonds, 
that of preferred stocks appears to be 
quite limited, the amount of such new 
issues probably not greatly exceeding $500 
million a year, very largely from the pub- 
lic utilities. The new demand injected into 
this field by the life insurance companies 
probably explains why the spread between 
public utility preferred stock dividends 
and bond interest rates is now at the low- 
est point ever, having practically reached 
the vanishing point in some cases. In for- 








mer times preferred stocks yielded on 
average about 1 per cent more than the 
bonds of the same companies, although at 
times this spread widened to as much as 
1} per cent and at times it narrowed. The 
new tax on life insurance companies, 
therefore, should prove a stimulant to pre- 
ferred stock financing by public utilities. 


To Be More Specific 

HE bearing which the above com- 

ments have on public utility financing 
problems is obvious. However, one can be 
still more specific. In view of the recent 
changes in financial markets, one can only 
conclude that quite a few utilities are now 
earning what can be considered only a sub- 
standard rate of return. Over a recent 
period of one year, 25 electric utilities out 
of a total of 116 earned less than 52 per 
cent on the average amount of their stated 
capital; that is, they earned less than what 
appears to be the recent going rate on first 
mortgage money. Of course, on a rate 
base giving some weight to present-day 
property costs, the return earned would 
have been substantially lower. These poor 
earners were concentrated mainly in New 
England, New York, Missouri, and the 
Pacific coast states. 

The only reason that this situation is 
even remotely tolerable is that these com- 
panies, among others, are still living to a 
considerable extent off the transferred 
fat of the goose referred to earlier in this 
article. That is, they are living off low- 
cost senior capital on which the suppliers 
have received on the whole little or no 
real economic return to date. In fact, as 
was demonstrated above, this return on 
occasion has been strongly negative. It has 
been, therefore, only by the partial con- 
fiscation of this senior capital that many 
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utilities have been able to survive on their 
present rates of return. 

This is hardly a state of affairs which 
can be safely allowed to continue long in- 
to the future. For one thing, the goose has 
gained in wisdom and has developed a 
healthy suspicion. Senior capital—that is, 
fixed dollar capital—is going to cost a 
great deal more if it is to be available at 
all in the quantities expected. Common 
stock equity is going to require increasing 
earnings per share if it is to be available 
in competition with other competing fields 
for equity investment. A public utility 
common stock which behaves like a junior 
preferred has very limited appeal. 


pe. the progress of inflation over 

the past twenty years, during which 
the dollar has lost over half of its value, 
has rendered obsolete the concept of 
original cost as the sole basis for rate mak- 
ing. 

If this is not crystal clear on the face 
of it, it can be made so by carrying the 
analogy over into the field of pension 
plans. Many of these plans were originally 
set up on what might be described as an 
original cost basis. That is, pension cred- 
its, payable annually after retirement, 
were built up based on some percentage, 
usually between 1 per cent and 2 per cent, 
of each current year’s salary. Except for 
inflation, such plans would probably have 
done the job. However, they have tended 
to produce inadequate pensions to older 
employees, whose credits were largely 
built up in years gone by when the dollar 
was worth a lot more and wages were 
correspondingly lower. In revising such 
plans on an adequate basis, many com- 
panies have put a floor under pensions by 
relating them to earning power in the 
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final or highest-paid years of service. In 
effect, they have switched from original 
cost to present value and have done this 
as a matter of justice. 

Is there any good reason why investors 
in utilities should not receive similar 
equitable treatment? This, of course, 


would require recognition of the fact that 
a dollar invested over twenty years ago 
was Over twice as large a real investment 
as a dollar put in today and should be 
treated in this light with respect to earn- 
ings which are expressed in today’s small 
dollar. 


What Can the Utilities Do about This? 


MUST they consider themselves helpless at the hands of types of regulation 
which either do not understand, or prefer not to understand, the current eco- 
nomic facts of life? Some of them have only limited room for maneuver, for 
the time being at least. However, they are under real compulsion to present 
as forcefully as possible all the facts. In presenting their cases for better earn- 
ings, some of the old, rather stereotyped approaches particularly need face 
lifting. Certainly the statistical facts regarding the cost of money, original 
cost of property, reproduction cost, etc., are still important. In themselves, 
however, they may no longer be enough. They should be supplemented as 
forcefully as possible by a broad brush presentation of the nature of the pres- 
ent economic world in which the utilities must compete for capital. 








It has been the experience of the 
writer in connection with public service 
commissions that they are willing to lis- 
ten to such a presentation. At least they 
do not appear as much bored thereby as 
by certain other types of testimony. What 
the immediate impact is upon their think- 
ing and decisions cannot, of course, be 
weighed. However, the issues at stake are 
too great to leave any likely stone un- 


DECEMBER 3, 1959 






































turned, for they may very well decide the 
survival of the utilities as healthy elements 
of a free enterprise system. 


Some Loose Ends 
HIS would be an excellent time to 
stop, except that a few loose ends 
seem to need tying up. Some of the state- 
ments made earlier in this article were 
rather on the disturbing side. They were, 
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of course, meant to be so and they ex- 
pressed the deepest feelings of the writer. 
In spite of them, it is possible to end a 
little later on a modestly optimistic note. 
Before doing so, however, it seems de- 
sirable to try and pinpoint ourselves in the 
march of history. 

Our modern industrial age is 150 or 
200 years old, depending on whether it be 
dated from the Napoleonic Wars or the 
development of a practical steam engine 
by James Watt. A necessary requirement 
of this era has been the mobilization of 
capital in private hands, and this in turn 
has depended upon a relatively stable cur- 
rency. Without the latter, the mobilization 
of capital would pass largely by default 
into the hands of government, which 
alone has the power to raise capital by 
taxation, directly or through inflation. 
Under such conditions, such large con- 
sumers of capital as the public utilities 
would be forced into the hands of govern- 
ment as the only party capable of raising 
the required capital. 


5 eon are signs, however, that the 

western world is becoming fully 
aroused to the threat which inflation and 
statism pose to our traditional way of life. 
The re-election of the Conservative party 
in Britain by a large majority to an un- 
precedented third term is a case in point. 
This is the party which dared to apply the 
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discipline of unprecedented tight money 
(bank rate 7 per cent) from which has re- 
sulted eighteen months of stable prices, 
along with unprecedented prosperity. The 
election of De Gaulle in France represent- 
ed a turning away from fiscal irresponsi- 
bility in a country which has suffered 
greatly from it. The renaissance of West 
Germany under the stimulation of a stable 
currency is probably the most powerful 
lesson of all. 

And within the last few months there 
are signs that the label “big spender” is 
hardly a vote getter here. The best way, of 
course, that the individual can reinforce 
that trend is to write his Congressman and 
other people’s Congressmen. Experience 
has. shown that they read their mail be- 
catise they nearly always answer it. If you 
do not like the reply you get, you can al- 
ways write again. The fellow who writes 
may very well exert one hundred times as 
much influence as the one who does not. 


[ the American people have become so 

soft in the head that they think they 
can get pie in the sky at the price of a 
debauched currency, then Khrushchev’s 
system may deserve to win, as he says it 
will. It would, of course, be a victory by 
default. After all, it was Lenin who said 
that the best way to wreck a capitalist so- 
ciety is to debauch its currency, and he 
must be rated as an expert in this matter. 












"| DON'T know whether Mr. Khrushchev liked what he saw in 
q the United States or not. But in the future it won't be quite as 
easy for him to believe some of the nonsense about America 


projected to the world by his own propaganda mechanism." 
—GEORGE V. ALLEN, 


Director, United States Information Agency. 
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Electric Subsidy— 


for Whom? 


By DEAN H. MITCHELL* 


President, Northern Indiana Public Service Company 


The objective of every communistic or similarly fanatical political group is to 

first federalize the power of the country it seeks to control. More than sixty 

different types of business have been invaded by the subsidized co-op. As 

more tax-paying businesses leave the field, cost of these subsidies mount. 

How much can the country stand? Who will pay our federal tax bills? How 
far will government subsidy go in the electric industry? 


o much heat has been generated and 
so much lightly said on rural elec- 
trification, that I shall try to deal 

objectively with a subject of immense 
importance not only to utilities in Indi- 
ana, but to the nation as a whole. It is 
essentially this: Where are we going with 
government subsidy in the electric indus- 
try? 

To gain the proper perspective, let us 
review information of the Rural Electri- 
fication Administration and the estab- 
lishment of the electric co-operatives in 
Indiana. 

In 1936 the federal government passed 
the Rural Electrification Act. I quote 
from § 902: 

*For additional personal note, see “Pages with 
the Editors.” 
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The administration is authorized and 
empowered to make loans in the sev- 
eral states and territories of the United 
States for rural electrification and the 
furnishing of electric energy to persons 
in rural areas who are not receiving 
central station service. (Italics sup- 
plied.) 


There is strong indication here that the 
REA power was for the farmer only, 
and moreover that it should not be ex- 
tended to people who could be served by 
the investor-owned utility. 

In anticipation of the federal act, the 
Indiana legislature had passed the Rural 
Electric Membership Corporation Act in 
1935. 


I quote from its title: 











An act providing for the formation 
of nonprofit membership corporations 
to be known as rural electric member- 
ship corporations for the purpose of 
making electrical energy available to 
the inhabitants of the rural areas of 
the state. (Italics supplied. ) 


HE intent of the lawmaking bodies 

to confine this subsidy to the farmer 
only, and to those farmers who were 
without electric service, is obvious and 
was generally accepted at the time. It 
indicates strongly that the farms that 
could be served by central station service, 
and therefore without government help, 
should be so handled. The serving of in- 
dustrial loads by the farm co-operative 
was, of course, to be left to the central 
station systems. In fact, for many years 
that seemed to be the order of the day. 
It was a part of a great co-operative 
movement, having as its sole purpose a 
benefit to the then hard-pressed Ameri- 
can farmer. 

Comments at the time were typically 
these: First, our economy has never quite 
solved the problem of the economic dis- 
tribution of the products of farm and in- 
dustry. The great co-operative movement 
is an attempt to solve this problem for 
the farm portion of our people; but, 
second, we must be careful to see to it 
that this new manner of goods production 
and distribution pays all its costs, receiv- 
ing no government subsidy, for in that 
way only can its efficiency be finally deter- 
mined. Hassil E. Schenck, president of 
the Indiana Farm Bureau, had an en- 
lightened point of view. I quote him: 


Any co-operative which cannot exist 
without special privilege and continue 





ELECTRIC SUBSIDY—FOR WHOM? 


911 





to render a constructive service to its 
members has little excuse for its exist- 
ence. There are matters which we must 
face realistically in the rehabilitation 
of free enterprise in our country. 


REMC Movement Launched 


| was upon this high note that the co- 
operative movement was launched in 
Indiana, and with it the Rural Electric 
Membership Corporation. Nevertheless, 
normal caution induced me to make the 
following comment about that time : “One 
of the greatest dangers to our system of 
competitive free enterprise may lie in the 
expansion of the subsidized co-operative.” 
I have never changed that point of view. 

Today subsidized co-operatives are en- 
gaged in over sixty types of businesses 
in competition with federal income tax- 
paying private enterprise. 

At the time the REMC Act was passed, 
Northern Indiana, my company, was al- 
ready serving more than one-third of the 
rural customers located in its territory. 
In the state over all, the record was not 
quite that good—approximately 15 per 
cent of the farm homes were connected 
to private utility lines. Expansion of elec- 
tric energy to all farms was held back 
for the following reasons: 


1. The farmers’ homes were not 
wired to use it. 

2. Coming out of the depth of the 
depression, the farmers had neither 
cash nor credit sufficient to wire their 
homes and to buy appliances to use the 
energy. 

3. Rural revenue at best was thin in 
comparison with the investment needed. 

4. Utility earnings were low and fi- 
nancing construction in a free money 
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It has often been said that rural elec- 
trification made its quickest and greatest 
strides in Indiana. Today almost every 
farmer in Indiana—99.9 per cent—is 
served with electricity, either by central 
station service or through the REMC’s. 
Of this number, about one-half are 
served by the investor-owned utilities 
without federal subsidy. 


Example of REA Subsidy 


| pes demonstrate that the subsidy offered through the REA Act is real, | 
shall apply its startling benefits to my own company (Northern Indiana 
Public Service Company): 


market for rural areas at this depres- 
sion time was next to impossible. 


The Indiana utilities unanimously took 
the position that under these conditions 
they would not oppose, but support, sub- 
sidized rural electrification to the farmers 
who were without service. Harmony 
reigned. 


First-—The cost of money to Nipsco today—6!/, 
per cent; cost of money today to the REMC's 
—2 per cent. This difference of 4!/, per cent 
in the cost of money applied to our electric 


investment will exceed 


$11,250,000 annually 


Second—The REMC's pay no federal income 
tax. The federal income tax applicable to our 


electric property is 


$ 8,246,000 annually 


The total of these two items of subsidy is $19,496,000 each year 


To give an idea of the value of this 
subsidy if applied to Northern Indiana 
Public Service Company, our whole resi- 
dential and rural revenue for 1958 was 
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$19,868,226. If we had the tax and 2 per 
cent money subsidy of the REMC’s and 
applied it to residential and farm use only, 
we could give these customers free electric 
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service all year and the company would 
be as well off as we are now. In fact, if 
we had the benefit of just the federal in- 
come tax subsidy alone, we could give 
free electric service to all residential and 
rural customers for six months of each 
year and come out with the same net in- 
come. 

In addition to the above, state and local 
property tax valuations have been made 
that are very favorable to the electric co- 
operatives in comparison with electric 
utility assessments. 


i iow subject has been so confused in 
the minds of some electric energy 
co-operative enthusiasts, that the REMC 
has been pictured as a yardstick to meas- 
ure the costs of the privately owned 
public utility electric companies. Obvious- 
ly no yardstick can obtain when the 
REMC’s receive 2 per cent money, pay no 
federal income tax, and enjoy special 
privilege in the area of property tax. 

I believe I express the sentiments of the 
entire electrical industry in Indiana when 
I say that we regret our inability to serve 
all farmers in the midst of the Great De- 
pression, and that the industry recognized 
then, and now, the desirability of bringing 
electric energy to all the farms of Indi- 
ana. 

But we are just as firm in our belief 
that the benefit of the subsidy should be 
confined to the farmers as the lawmaking 
bodies intended, and not spread to indus- 
tries wherever located nor to towns and 
cities with populations over 1,500 people. 

The investor-owned tax-paying electric 
utilities have historically furnished all 
the energy requirements of the REMC’s 
since their inception. At no time have the 
central station utility companies failed in 


their ability to furnish all the wanted or 
needed energy to everyone in Indiana, in- 
cluding the REMC’s. Yet, today, the 
Hoosier Co-operative Energy, Inc., is 
seeking a federal loan of $53 million to 
finance construction of a subsidized non- 
federal income tax-paying steam-generat- 
ing station and 1,400 miles of transmis- 
sion lines of the same subsidized class. 


A Few Cogent Facts 


| go how little this $53 million subsi- 
dized project is needed in Indiana is 
apparent from the following facts: 

All of the customers of the 16 rural 
electric co-ops involved in this project 
have never in their history used more 
than 83,637 kilowatts of capacity to meet 
all of their combined simultaneous elec- 
tric needs, yet the 16 rural electric co-ops 
now propose to build, supposedly to serve 
these same farmers, 198,000 kilowatts of 
generating capacity—almost two and one- 
half times as much. 


The customers of the 16 rural electric 
co-ops consumed in 1958 a total of 361 
million kilowatt-hours of electricity, yet 
the 16 rural electric co-ops now propose 
to make available, supposedly to these 
same farmers, more than 1.2 billion kilo- 
watt-hours of electricity in a single year 
—three and one-half times more than 
they used in 1958. 

Is this immense capacity to be used by 
the farmers only? If so, the waste of con- 
struction ahead of need is astounding. If 
not, then where are we going with subsi- 
dized energy? 

It has been charged by many that the 
new application of the Indiana REMC 
for a loan of $53 million to construct un- 
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needed production and distribution facil- 
ities envisions the serving of some kind 
of new industrial load not now disclosed. 

David A. Hamil, REA Administrator, 


estimating that of the 120,000 new cus- 
tomers added by the REA each year, 75 
per cent will be nonfarm establishments. 
He further estimates that, in five or ten 


years, nonfarm customers will outnumber 
farm customers and will be using more 
than 75 per cent of the REA electrical 


energy. 


has rejected the request for a public hear- 
ing on the application of the Indiana co- 
operative group. A key to the mystery 
may be found in his recent statement 


IF THIS IS SO, where are we going with government subsidy in the electric 
industry? Even if this fantastic increase in farm electric usage were actually 
to occur overnight, Indiana's investor-owned electric companies are prepared 
to meet it in full—right now—with reserve generating capacity already in- 
stalled and ready for delivery—today—to the 16 rural electric co-ops at any 
or all of separate connection points in a supply system in which the investor- 
owned electric companies already have invested more than $10 million. If 
a setup such as that proposed by the REMC's is able to get REA financing, 
it will be a sure signal for co-ops everywhere to expand activities into far- 
flung fields. Conceivably it could set the precedent for establishing addi- 
tional junior TVA's that could no doubt effectively woo industries into their 
areas with electric rates subsidized by 2 per cent financing and tax-free 


operations. 


What about Electric Rates? 
N~™: how about the price charged the 

REMC’s for electric energy? The 
average rate today is 8.8 mills, and is sub- 
ject to regulation by the state public service 
commission. 

That the electric rate is a fair one 
and low can be attested by the initial de- 
cision approving the first REMC rate. It 
was a commission appointed by the 
farmer governor, Cliff Townsend, with 
Perry McCart as its chairman and the 
farmer, Sam Trabue, as the other major- 
ity member. 

The decision approves the rate, not be- 
cause “it pays its way, but because of the 
social beenfits involved.” 

Nevertheless, the price charged today 
by Northern Indiana Public Service Com- 
pany, under the present rates, is 21 per 
cent under the 1937 rate in the face of 


DECEMBER 3, 1959 


inflationary costs that are common knowl- 
edge. 

The REMC’s loan, if granted, will 
carry an interest rate of 2 per cent. The 
federal government will pay an interest 
rate of 5 per cent for these funds. 
There is no need to devote federal funds 
for this use. The money loaned is not 
only a direct loss to the federal Treasury, 
but the building of these lines and produc- 
tion capacity is a complete duplication of 
facilities now available for the same pur- 


pose. 


. must be clear to everyone that the 

rest of the taxpayers make up for the 
immense subsidy I have outlined. Should 
it be used for expansion into fields hardly 
anybody but the socialistic Washington 
planners had in mind when REA was 
created? 
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Aim at Federalizing Power Supply 


HY this continuous drive for social- 
ized power by the fanatical govern- 
ment power bloc in Congress? 

Electricity is a small portion of the 
family budget—according to the Bureau 
of Labor Statistics, only about nine-tenths 
of one per cent. Today electricity is sold 
at a lower price than twenty-five years 
ago in the face of a 319 per cent rise in 
labor costs, a 348 per cent increase in 
taxes, and a 129 per cent rise in material. 
All of these enter into the costs of the 
energy that the companies serve at the 
consumer’s meter. The pricing perform- 
ance of the electrical industry is the mar- 
vel of this inflationary age. No other in- 
dustry nor commodity can match it. 

To nationalize energy was in the Social- 
ists’ platform of 1924 and has been there 
ever since. Every form of federalization, 
from Fascism to Nazism to Socialism to 
Communism, has had as its first objective 
the federalization of power supply. It has 
been the first move taken whenever a dic- 
tated economy moves in. The reason is 


obvious—if you nationalize power, you 
are in position to exercise dictatorial con- 
trol over every other industry. 

I have stated before that more than 60 
different types of businesses have been 
invaded by the subsidized co-op. Can the 
utility business withstand such subsidized 
intrusion? As tax-paying businesses leave 
the field, the cost of these great subsidies 
increases to everyone else. Sometimes one 
must wonder who will be left to pay the 
bill for our federal upkeep and our coun- 
try’s defense. 


HE tax-paying electrical industry is 
the largest industry in the nation. If 
it is ever nationalized by centralized politi- 
cal control, let me reiterate that the quick- 
est and surest way to federalize and con- 
trol all industry will have been estab- 
lished. Subsidies of the kind I have out- 
lined can drive private investment from 
the electric utility field. 
So I ask: Where are we going with 
government subsidy in the electric indus- 
try? 





— in 1933, a government corporation known as the Tennessee 
Valley Authority (TVA) was created by Congress to administer 
a navigation and flood-control project. It was understood then that 
the project would generate some hydroelectric power as an 'inci- 
dental by-product,’ in order to provide a government 'shot-in-the- 
arm’ for an underdeveloped region of the country. . . . It should 
not be surprising that TVA is dear to the hearts of people in the 
vast 80,000-square-mile area which it serves. The system supplies 
electricity to its customers at almost half the price paid in other 
areas served by private utility companies. .. . But cheap TVA power 
is not made possible through some form of magic. It is subsidized 
power provided by the generosity of the federal government—that 
means all the taxpayers of the nation. As a government corporation, 
TVA pays no federal income taxes (while competing private com- 
panies pay 52 per cent; TVA receives its capital from the taxpayers 
. and it pays no interest thereon." 
—ROBERT P. GRIFFIN, 
U. S. Representative from Michigan. 
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Management’s Multiple Responsibilities 


Management is the balance wheel that keeps employee, customer, and stock- 

holder happy and satisfied in the operation of a telephone company. To do 

so it must see that good service is rendered and that a worth-while profit is 

made. Employee and stockholder must be adequately compensated. Customers 

must be persuaded cost of service is right and firmly sold on the integrity of 

the company. All of the multiple responsibilities of management are of equal 
urgency and importance for each company operation. 


By ALFRED J. BARRAN* 
President, General Telephone Company of the Northwest 


ANAGERIAL responsibility deals 
with a very serious side of the 
telephone business. It involves the 

answer, in an objective and honest man- 
ner, to the question, “Why are we in the 
telephone business ?” Are we in business to 
further our own financial interests? Are 
we in business to provide good jobs for 
other people? Are we in business to give 
good telephone service? Are we in busi- 
ness to make a profit ? 

The answer to all of these questions is 
obviously “‘yes.” I do 10t think anyone in 
the telephone business would find disagree- 
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*For additional personal note, see “Pages with 
the Editors.” 
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ment with this conclusion. Yet sometimes 
in our endeavor to fulfill each of these 
objectives there is a tendency to concen- 
trate too much on one or two which creates 
an unbalanced situation. 

As I see it, the telephone business is 
very much like an equilateral triangle (all 
sides equal). The sides, equal in length 
and strength, are represented by (1) the 
employee, (2) the customer, and (3) the 
share owner or stockholder. 

If we agree that a successful telephone 
company must maintain this equilateral 
position at all times, then it follows that 
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equal emphasis or concentration must be 
placed on each of the three sides of my 
triangle. It becomes necessary under this 
concept to evolve a policy for manage- 
ment. I should like to suggest this one for 
consideration: “Jt is management's re- 
sponsibility to carry out whatever course 
of action is necessary to fulfill its total 
obligations to employees, customers, and 
share owners.” 

Now I think we should take manage- 
ment’s responsibility, break it into three 
parts, and analyze each side as seen from 
the viewpoint of the three publics : the em- 
ployee, the customer, and the share owner. 
These are as I have observed them in my 
personal experience of dealing with the 
three, first as an employee (nonmanage- 
ment, middle management, and top man- 
agement positions), second as a customer 
and serving customers, and third asa share 
owner (with a personal portfolio) and the 
responsibility to company share owners. 


What Employees Want 

| ng us look briefly at what the emplovees 

of our companies want out of their 
jobs. First of all, I strongly believe that the 
most potent motivator in management- 
employee relationships is a very simple 
thing—recognition. Each of us wants to 
be recognized. I think we often minimize 
the power of recognition! 
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Since the beginning of time man has 
sought acclaim in the eyes of his fellow 
men, He has thirsted for recognition. 
Management must recognize its employees. 
A good job—a job well done—must be 
recognized. As an employee “pushes to the 
front” his efforts must be commended by 
the front office. Lack of recognition for a 
job well done is as demoralizing as the 
absence of applause for an actor after a 
stellar performance. We all live for ap- 
plause. 


oe must be mindful at all 
times of the things which motivate 
its people down the line to do a better job 
—to move mountains. Progress is not 
measured alone by success. Great men 
have found no royal road to their tri- 
umphs. It ts always by the old route of 
overcoming obstacles—yes, even failures. 
We should always remember that the ex- 
perience of failure, if employed to build a 
better next job, is more valuable than the 
success which sometimes leads to stagna- 
tion. 
People desire objective criticism. Criti- 
cism given constructively is recognition. 
Merit must be recognized. Any com- 
pany on the move, in tune with progress, 
is always looking for good people. It is 
in management’s best interest to advance 
a person as soon as it is profitable to do so. 


HOW ABOUT MONEY? Is it really the motivator some think it is? Some 
management people believe that the pay check is the prime motivator. | do 
not think so. A man or woman who gets no more from his job than the wages 
his employer pays him is cheated—he cheats himself. A person who does this 
is depriving himself of a full life. Working at a telephone job, irrespective 
of the kind of work and the level in the organization, is practical training for 
increasing skills, expanding experience, stretching the mind, and strengthening 
and building confidence and intellect. A job, therefore, is not merely a ma- 
chine to grind out dollars and cents. Good management will always give a 
great deal more than is found in the pay envelope. 
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Good management is inspirational. It 
inspires people to do something higher. It 
inspires them to do a good job better. 


I THINK it is safe to say that every em- 

ployee wants to be proud of the com- 
pany he works for. Certainly it makes life 
much more pleasant when customers hold 
a company in high esteem and are friendly 
toward its representatives. An objective, 
thinking employee, who is honest with 
himself, usually will not work very long 
for a company which does not have un- 
wavering integrity. He will not work 
very long for a company which does not 
have the steadfastness to stand firmly be- 
hind its policies and decisions. On the 
other hand, flexibility is a virtue. A pro- 
gressive employee is attracted to a com- 
pany that will change as conditions change 
and make use of new improved methods, 
tools, and ideas. 

A happy employee is one who likes to 
feel that his company is giving him just 
a little more than the book says. A com- 
pany which operates strictly within the 
framework of precise procedures and 
practices, and that is all, does not gain 
the loyalty of its people like the one which 
gives a little more than the rule book calls 
for. 

I have often heard that the reason peo- 
ple work for telephone companies is be- 
cause they feel secure in their jobs. Yes, 
an employee wants to know that his job 
is protected against the undisciplined ac- 
tions of management; however, on the 
other hand, he does not want his oppor- 
tunity for advancement retarded because 
someone who cannot do the job is secure. 
He wants to know that his own efforts 
provide all the security he needs. 
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Working conditions are important, too. 
An employee wants a pleasant atmosphere 
during working hours. He wants work 
which is stimulating and challenging. 
When he leaves his job at the end of the 
day he wants to look forward to tomorrow 
as another day of opportunity and of 
agreeable associations with his fellow em- 
ployees and the company’s customers. 


Meet the Customer 

I SUPPOSE if you want to cut quickly 

through all the red tape and conversa- 
tion to find out what customers want from 
telephone companies, it can be expressed 
quite tersely——-SERVICE. A customer of 
any organization—a hospital, a garage, an 
airline, a hotel—wants one thing above 
everything else, good service. Service is 
the solid foundation upon which any or- 
ganization is built—utility company or 
not. 

Recently I was at the air terminal in 
Portland, Oregon, on my way to Los An- 
geles. At boarding time much to my dis- 
appointment a sign went up on the de- 
parture board announcing a two-hour 
delay. Frankly I have never heard such 
moaning and grousing as the irritated 
passengers of that plane did until some- 
thing very important happened. One of 
the employees of this airline asked the 
group to step over to a corner of the air- 
port for a message. In a very efficient and 
friendly way he explained that the aircraft 
which we were to board had not passed the 
safety inspection by the flight crew. He 
explained that it was the policy of the 
airline to think of the passengers first. He 
then asked us for our understanding and 
co-operation. It was amazing to see how 
the ire of this group melted. I heard one 
passenger remark: “Well, I’ve got to be 
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in Los Angeles tonight, but I’d rather get 
there late than not at all.” An entirely dif- 
ferent attitude than a few minutes before. 
Why? Because an employee of this airline 
took it upon himself to think about the 
customer—to put himself in the customer’s 
shoes. 


Fyre may make a perfect 
product, but if he does not know 
how to deliver the goods to his customers 


he will soon be out of business. Attention 
to service is more important than product 
quality. 

Inferiority of either service or prod- 
uct is poor business, but I think a cus- 
tomer will go along with a slightly inferior 
product if it is sold and serviced in a su- 
perior way. On the other hand, a top 
quality product serviced in an inadequate 
way will not be tolerated by the average 
customer. 


A CUSTOMER of a telephone company, when he walks into the business office 
or calls on the telephone to place an order, is asking for one thing—service. 
In his own mind he is not asking for a telephone instrument, inside wire, cable, 
central office equipment, etc.—he wants telephone service. A few years ago 
when | was public relations director | answered a customer's letter asking for 
the reasons why he could not get immediate telephone service with the state- 
ment, "There are no facilities available."’ In the next mail (at least it seemed 
that quick) the customer answered, "But sir, | didn't order facilities. | only 
asked for a telephone!"' A customer could not care less about the complexities 
of our equipment, the cost, and how the job is to be done. He wants only 


the end result—telephone service. 


I remember a friend of mine who told 
me about his boss’ reaction to a long list 
of reasons and excuses why a particular 
assignment was not done. The boss said, 
“Well, Fred, I’m not the least bit inter- 
ested in the labor pains, just show me 
the baby.” 

A customer seeks fair treatment in all 
business transactions with the company. 


He insists upon honest and straightfor- 
ward statements. When a company repre. 
sentative makes a commitment the cus- 
tomer considers this to be an ironclad 
contract. When a commitment is not met 
he believes that this contract has been 
breached. Companies which gain the repu- 
tation of failing to live up to their word 
soon lose public esteem and confidence. 
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What Price Telephone Service? 


wrt is telephone service worth to a customer? | suppose every tele- 
phone executive would like to have a precise answer to this. | think an 
answer which comes very close is that a customer is willing to pay just as 
much as the service is worth, and no more. It is an insult to a customer's in- 
telligence to ask him to pay something in addition to the value of what he is 
buying. The better the service the greater the value, and the more people 
are willing to pay. During the past few years most companies have had to 
reprice their services many times to keep up with inflation and the heavy in- 
vestments which are being made to improve and expand telephone service. 


In every instance a request for increased 
rates is tried twice; first before some gov- 
ernment regulatory authority, and second 
before the bar of public opinion. I believe 
we can do a better job in the first area; I 
know we fail miserably in the second-— 
convincing our customers of the need for 
adequate earnings. 


Cost of Capital and Profits 
HEN I came to the Northwest (that 
is, Spokane, Washington) in May, 
1958, the prime interest rate which Gen- 
eral Telephone paid to borrow money from 
local banks for interim financing was 34 
per cent. Recently I received a call from 
the vice president of the bank with 
which we do business and he informed me 
that the rate was now 5 per cent. A full 
percentage point and a half in sixteen 
months. And as yet I have not heard a 
bank customer complain. However, when 
our company tries to raise telephone rates, 
say 25 cents or 50 cents a month, the roof 
collapses on us. Why? Because it does not 
do a good job of keeping our customers in- 
formed of what is happening to the busi- 
ness. Public relations, publicity, custom- 
er education, call it what you want—in 
this area it is not coming close to doing 
an adequate job. 
Customers have a number of miscon- 
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ceptions about General Telephone. I have 
found in talking with customer groups 
that they sometimes look on it as rolling 
in money, with a guaranteed return on its 
investment and insured against the pres- 
sures of inflation, attrition, and competi- 
tion which affect the earnings of all other 
businesses. 

For some reason there are customers 
who believe that telephone companies 
should not make a profit. And profit is a 
word which is used too seldom in our 
business. We talk about “rate of return” 
and “net income” and a lot of other ac- 
counting entries that do not mean a thing 
to our customers. Profit is a good, clean 
American word. It is understandable. My 
eleven-year-old daughter knows what it 
is. So does my five-year old. She had a 
lemonade stand out in front of our house 
for a couple of days last summer. Busi- 
ness was evidently brisk because she would 
run in every so often and deposit a couple 
of pennies and a nickel in her bank. The 
third day Mrs. Barran said, “All right, 
Missy, you can set up the stand, but I want 
50 cents for the lemonade mix.” Missy 
thought for a moment, said “Gosh, Mom,” 
and summarily went out of business. 


I AM sure you have read about Diogenes, 
the ancient Greek philosopher who 
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went about the streets of Athens in broad 
daylight with lantern in hand searching 
for an honest man. I believe there is a 
great need for a modern-day Diogenes in 
the telephone business. One with the spe- 
cial kind of lantern which will find an 
honest telephone man. An honest tele- 
phone man who has the fortitude to stand 
up in a crowd and shout, “I am in business 
to make a profit!” An honest telephone 
man who is articulate enough to explain 
the meaning of the word “profit” and why 
it is essential to good telephone service 
and the perpetuation of the telephone 
business. 


Views of Share Owner or Stockholder 


f ET us examine individuals, institutions, 
corporations, etc., which have in- 


vested their savings or the savings of their 
clients in the tools, equipment, and plant 
of American business. In a free economy 
such as one enjoys in this country, it is 
the investor to whom one looks for funds. 
And what does an investor expect from 
a company? He has the expectation of 
some financial reward. He knows that his 
company must make a profit in order to 
compensate him properly. A company 
which cannot reward its share owners 
with adequate returns is in a precarious 
position. 

The pages of American business his- 
tory are full of the thousands of com- 
panies which have been dashed against the 
rocks of disaster because they failed to 
give proper attention to the needs of their 
share owners. 


IN THE telephone business the customer does not take the risk—it is the share 
owner. The cables, wires, central office switches, tools, vehicles, and other 
plant and equipment are purchased from funds supplied by the investor— 
money which he is willing to risk. But risk is predicated upon the opportunity 
for gain—the greater the risk the greater the financial gain expected. Gain 
to the share owner is possible only when the company is making sufficient 
profit to pay him in direct proportion to the risk he takes. The share owner 
wants the company to prosper and grow because he knows that this is the 
only way that the value of his investment can grow. 


Telephone companies have only one 
source of income—money paid by their 
customers for services rendered. Tele- 
phone rates, then, must be adequate to 
cover the full costs of operation, includ- 
ing taxes, and leave enough over to pay 
the share owner a reasonable return on his 
investment—or a “profit” if you like. 


E ina share owner wants to know that 

the management and the employees of 
the company are working in his best inter- 
est. He has a big stake in the company and 
insists that his company be managed by 
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competent people. And if the present man- 
agement cannot do the job he expects, 
then he has a right to demand some 
changes. 

The share owner also desires a com- 
pany which provides good service, has 
good public and employee relations, and 
has financial integrity. 


Quod Erat Demonstrandum 
Re contrast, and to summarize, let us 
now consider the eternal triangle in 
still another way: the matter of compari- 
sons. 


DECEMBER 3, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


Recognition and complete job satisfac- 
tion are the ends for the employee. Good 
telephone service is the end for the cus- 
tomer. Profit is the end for the share 
owner. 

To some extent the employee can be 
compelled. The customer and the share 
owner, however, must be persuaded. 

All three must be communicated with 


tomer must realize that good telephone 
service depends upon adequate compensa- 
tion for the employee and the share owner. 
The share owner must see profit as the 
final result after providing the employee 
with good working conditions and the cus- 
tomer with complete telephone service. 
This is the triple responsibility which 
people in the telephone business must live 


with day in and day out. In each business 
transaction, in every policy decision, in 
each order and action, the eternal triangle 
must be kept in perfect balance. 


in terms which are meaningful. The em- 
ployee must recognize that he is part of 
a team employed to serve the customer 
and benefit the share owner. The cus- 





We Need to Know Where We Are Going 


bs other countries of the world, government ownership and opera- 
tion of business, the means of production and distribution, is 
rightly called Socialism and Communism. Here in this country it is 
referred to as public ownership. Most influential promoters of this 
kind of economic system in this country even resent it being classified 
as socialistic or communistic. Here in this country the power vested 
in the federal government-in-business corporations or trusts has gen- 
erally been used benevolently. It can, when taken over by an aggres- 
sive and ruthless political machine, be used despotically. The federal 
corporation or trust was the instrument employed by the Soviet Union 
to consolidate its power and to regiment the people and force its 
ideas onto them. * want this kind of government, blanketing the 
nation with the TVA type of centrally controlled federal corporate 
authorities with power to supersede states’ rights will be a big step 
in that direction. 

"History reveals, and leading economists and students of sound 
government maintain, that no country can remain a free nation that 
undermines and destroys its productive private enterprise system, 
whether by slow motion or violent revolution. No heavily taxed and 
heavily regulated private enterprise can long survive against govern- 
ment corporations in the same business that are not also taxed and 
cadiid on a basis similar to that forced onto private enterprise. 
Neither government-owned and -operated business nor government- 
created cartels provide a nation with a sound economic system based 
on the free operation of economic laws." 

—EXCERPT from bulletin published by Pacific 
Northwest Development Association 
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Washington and 


the Utilities 


Tax Hearings 

F eases it is not expected that Con- 

gress is going to do anything more 
than hold “educational” hearings on new 
tax legislation, both electric and gas in- 
dustry witnesses have been preparing 
testimony. With politics dominating the 
1960 scene, there is little likelihood of any 
real tax bill next year. The electric utilities 
would, of course, like to end the prefer- 
ence clause and unfair subsidies for 
government power. 

Consumers of investor-owned electric 
companies must pay an average of 13 cents 
out of every dollar of their electric bills in 
federal taxes, E. Roy Gilpin, attorney for 
the electric industry, told the House Ways 
and Means Committee last month. He 
said a study for a 17-year period from 
1942 through 1958 showed that tax-free 
power if sold by tax-paying companies 
would have yielded $2.7 billion to the 
federal Treasury. And in the next seven- 
teen years, he stated that the government 
would receive $11.5 billion if tax-exempt 
public utilities paid taxes on the basis of 
investor-owned electric utilities. It was 
further argued that rendering electric 
utility: service is not a governmental func- 




















tion but a proprietary one and should 
therefore be made to perform in com- 
petition with tax-paying enterprises. 


i je electric utility industry attorney 
warned that tax inequities existing in 
federal, state, municipal government agen- 
cies, and electric co-operative corporations 
were unwarranted and if continued would 
only serve to increase the already heavy 
burden of investor-owned companies. He 
labeled the preference policy as one that 
relegated customers of investor-owned 
electric companies to the category of a 
“second-class citizen.” He said the pref- 
erence policy gives a preferred status to 
private citizens who buy power for per- 
sonal uses through electric co-operatives. 
Such companies can buy power 30 per cent 
to 40 per cent lower than investor-owned 
company-produced power, he pointed out. 

He cited the growth of preference cus- 
tomers’ consumption of tax-exempt power. 
In 1946, he said preference customers took 
37.8 per cent of the power available to 
nonfederal users. This ratio steadily in- 
creased until in 1957 it was 53.2 per cent. 
Meanwhile, the investor-owned companies 
and their customers in 1946 received 34.3 
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per cent and in 1957 only 15.5 per cent 
of such power. The committee to which 
Gilpin testified is studying ways to reform 
the federal tax system. 


J USTIFICATION of the 274 per cent deple- 

tion allowance for oil and natural gas 
producers has been submitted to the House 
Ways and Means Commiteee by a top 
American oil official, in a brief in advance 
of panel hearings of the tax-writing com- 
mittee now going on. 

Selected by the American producers to 
present their case before the committee 
was Richard J. Gonzalez, top executive of 
Humble Oil & Refining Company of 
Houston, Texas. Only a half-dozen wit- 
nesses, of whom two are oil company 
representatives defending the allowance, 
have submitted papers, and presumably 
will be the only witnesses on the vital de- 
pletion issue. For the first time in many 
years, the House committee is opening up 
the depletion allowance subject for major 
discussion. 

During the past several years there has 
been substantial agitation in Congress to 
cut the allowance for oil and gas to as 
much as 15 per cent. There have been votes 
in the Senate on the issue both this year 
and in 1958. Both attempts were decisively 
defeated. Nevertheless, the threat of elim- 
inating or cutting the allowance first en- 
acted by Congress in 1926 would be the 
subject of serious consideration when the 
Ways and Means Committee conducts its 
discussions. 

In his prepared paper, which will be 
followed by verbal testimony, Gonzalez 
warned the committee that any change in 
the present law would seriously threaten 
the future security of the nation. More- 
over, he declared, a reduction in the 
allowance would also hurt the future “eco- 
nomic progress” of the United States, and 
almost certainly result in less tax revenues 
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from the oil and gas industries than now 
derived. 


> 


Atomic Developments 


A little as $20 million is, research might 
be the key to opening up the door of 
competitive nuclear power. This was the 
prediction of Frank K. Pittman, director 
of the Atomic Energy Commission’s re- 
actor development division. He told the 
Atomic Industrial Forum, which met last 
month in Washington, D. C., that a com- 
petitive plant using the pressurized water 
concept could be constructed in the “near 
future” without any further experimental 
or prototype reactors. Of the six poten- 
tially competitive reactor systems, the 
pressurized water reactor can do the job 
soonest and easiest. Pittman reported that 
the pressurized water reactor in a plant 
producing 300,000 kilowatts of power 
would produce the power at an estimated 
cost of 9.28 mills per kilowatt-hour. By 
spending an additional $20 million in re- 
search and development, he asserted, this 
cost could be cut to a more competitive 
7.81 mills. 

An illustrated summary of the United 
States atomic power programs in which 
electric utility companies are participating 
has been recently released by the Edison 
Electric Institute. The publication notes 
that 131 electric power companies in the 
United States are participating in 26 
nuclear projects. These projects include: 
three plants in operation, ten plants under 
construction, design, or contract negotia- 
tions, two plants in various stages of plan- 
ning, 11 research, development, and study 
projects. This does not include the recently 
announced program of the Consumers 
Power Company to construct a boiling- 
water reactor plant in Charlevoix, Michi- 
gan, with a capacity of 50,000 to 75,000 
kilowatts. Capacity of plants in operation 
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totals 72,500 kilowatts (ultimately 112,- 
500). Those under construction, design, 
or negotiation will ultimately total 927,- 
000 kilowatts. Others in various planning 
stages will total 400,000 kilowatts. An 
estimated 3.8 million stockholders are in- 
volved. 


B the mid-1960’s the Soviet Union ex- 
pects to be generating about 600,000 
kilowatts of power through atomic power 
stations, Professor V. S. Emelyanov, head 
of the Administration for Utilization of 
Atomic Energy in the USSR, declared 
recently in a press statement. There would 
be six stations involved, he said, with two 
generating 200,000 kilowatts each and 
four generating 50,000 kilowatts each. A 
spokesman for the AEC stated that the 
Soviet estimate of 600,000 kilowatts by 
the mid-sixties would put them slightly 
behind the United States in atomic power. 

Professor Emelyanov pointed out that 
it would be pointless for the Soviets and 
the United States to engage in an atomic 
power race. Far more profitable, he said, 
would it be for both nations to co-operate 
in research to develop atomic power more 
rapidly and cheaply. Neither nation, he 
emphasized, actually needs to hurry into 
atomic development since each has plenty 
of conventional fuel resources. 


HE head of the AEC General Ad- 

visory Committee, Warren C. John- 
son, recently told the Atomic Industrial 
Forum in Washington that he opposes the 
expressed demand of electrical industry 
representatives that government relinquish 
the reactor development business to them. 
Some industry men now take the view 
that commercial atomic power will come 
sooner if the AEC turns over to industry 
all of the reactor research and develop- 
ment work now being down in the AEC’s 
national laboratories. 


Johnson said that he did not believe in- 
dustry can or should absorb all of the re- 
actor developments that are being sup- 
ported by the AEC and other government 
agencies. He questioned whether it was 
equipped with scientific man power and 
funds for exploratory work on reactors. 
He gave the interaction between labora- 
tories and the universities as the most im- 
portant reason for continuing the present 
setup. He said schools need the use of the 
equipment to maintain leadership in scien- 
tific research and provide training for 
promising young men and women. A re- 
port on these institutions is being prepared 
for the congressional Joint Committee on 
Atomic Energy, which is expected to hold 
hearings on the matter next spring. 


F pinnae reappraisal of U. S. inter- 
national atomic energy programs and 
policies will be made by Robert McKinney, 
editor and publisher of the Santa Fe New 
Mexican, according to Senator Anderson 
(Democrat, New Mexico), chairman of 
the Joint Committee on Atomic Energy. 
Editor McKinney recently returned from 
an inspection of nuclear facilities in west- 
ern Europe, Poland, and the Soviet Union 
with members of the Joint Committee. 
He was the first permanent representative 
of the United States to the International 
Atomic Energy Agency, and served as 
chairman of the panel which made a study 
and report in 1955-56 on the impact of 
peaceful uses of atomic energy. 

Senator Anderson termed McKinney 
“uniquely qualified to direct the study.” 
The Senator stated he believed it was time. 
to evaluate the purposes and accomplish- 
ments, or failures, involved in the co- 
operative programs the United States has 
under way with the International Atomic 
Energy Agency, Euratom, newly formed 
Inter-American Nuclear Commission, and 
more than 40 individual countries. 
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D* Epwarp TELuer, “father of the 
hydrogen bomb,” told a Columbia 
University symposium on energy that 
nuclear energy must be developed rapidly 
to conserve petroleum for mobile propul- 
sion. He called nuclear fuel the most 
promising source of energy and said that 
refined nuclear fuel on a Btu basis is 
cheaper than gasoline or coal today. Con- 
ventional fuels must be supplemented, 
Teller declared, or ‘“‘we will run out.” 
Herbert Hoover, Jr., former Under Sec- 
retary of State, predicted that natural gas 
may become the leading source of energy 
in this country. He pointed out that gas 
production on a Btu basis rose 115 per cent 
in the ten years ended in 1958 while oil 
production went up only 22 per cent. The 
rapid gain of natural gas, he explained, 
was the result of federal controls of 
natural gas prices at the wellhead. When 
regulation began, Hoover reported, the 
price of gas equaled 60 cents per barrel 
while crude oil prices averaged $3 a barrel. 


¥ 


District Transit Needs 


oo congressional committee, head- 
ed by Senator Bible (Democrat, Ne- 
vada), listened last month to a variety of 
proposals to plan long-range transporta- 
tion facilities for the metropolitan area of 
the nation’s capital. One feature of the 
hearings was a recommendation by the 
White House that top priority be given to 
developing a fast electric train service as 
a keystone for a greatly improved trans- 
portation network. Thirty-three miles of 
electric lines—half in subways—were pro- 
posed. A Budget Bureau official told the 
committee that the Eisenhower adminis- 
tration feels the federal Treasury should 
help out on the initial bill, but that it should 
be a loan rather than a permanent subsidy. 

O. Roy Chalk, president of the District 


Transit System, is again proposing a 
monorail system. Chalk, who was to 
testify later, proposed a high-speed over- 
head monorail train network some time 
ago, but it ran into heavy opposition, 
based on cost, practicability, and appear- 
ance. His latest proposal is an alternative 
form—one based on the Lockheed system 
and the other on a French system. 


ca 


Miscellaneous 


Wye have been proposed in federal 
regulations to lengthen the term for 
oil and gas pipeline rights of way across 
Indian lands, according to a recent an- 
nouncement by the Interior Department. 
Assistant Secretary of the Interior Ernest 
said the major effect of the proposed 
amendments would be to increase the per- 
missible term on rights of way for oil or 
natural gas pipelines from twenty to fifty 
years. He explained that the 20-year lim- 
itation was originally adopted many years 
ago and has become obsolete because mod- 
ern trunk pipelines are engineered to last 
much longer. Filing requirements for 
rights of way on Indian lands would also 
be simplified by the contemplated amend- 
ments. 

Acting Interior Secretary Bennett has 
announced that ten western cities are 
under consideration for one of two brack- 
ish water conversion plants to be con- 
structed by the government. A selection 
board will visit the following ten cities to 
determine which is most suitable for the 
construction of the water conversion fa- 
cility : Wichita Falls, Stamford, Ballinger, 
Monahans, and Pecos—all in Texas; 
Carlsbad, Roswell, Alamagordo, and 
Santa Rosa in New Mexico; and Stafford 
in Arizona. It is anticipated that the site 
for the conversion plant will be announced 
in the early part of December. 





DECEMBER 3, 1959 








Telephone and 
Telegraph 


Facsimile Mail Being 
Considered by Post Office 


AY experimental machine which in- 

stantly transmits facsimiles from 
coast to coast has been announced by the 
Post Office Department. The machine 
could, theoretically at least, reduce the 
bottlenecks in first-class and air-mail de- 
liveries. Word of the new development 
was “leaked” to a convention of the Na- 
tional Association of Postmasters and the 
carefully worded announcement did not 
specify if radio or wire circuits would be 
used. 

It is understood that a number of busi- 
ness firms have objected to the depart- 
ment’s assistance in the development of 
this facsimile system. Such a government- 
operated service could conceivably com- 
pete with privately operated point-to-point 
radio, telephone, and telegraph services. 
It could also lose the revenue and volume 
business now derived from the physical 
transportation of mail by train, plane, or 
surface carriers. 

To send a letter by the facsimile ma- 
chine, a handwritten or typed letter would 
be fed into the sending device. The ma- 
chine would transmit the message to a re- 
ceiving unit where a facsimile would be 
reproduced, folded, inserted in an enve- 
lope, sealed, addressed, and then sent on 













its way for home delivery. The original 
copy would be destroyed, thus insuring 
privacy. 

So many questions have been raised, 
however, regarding this system that a 
conference was held in August at the 
White House. The outcome of this meet- 
ing seems to be that the government 
would keep the development on ice until 
the “potential damage” to business firms 
could be determined. 

President Eisenhower is reported to 
have expressed “amazement and pleasure” 
at the speed and quality of facsimile trans- 
mission. In an experimental demonstra- 
tion the President sent a message to a 
friend in Los Angeles 2,400 miles away. 
Within a few minutes the President had 
a reply from his West coast correspond- 
ent. 


oe Union also announced that, 
on December Ist, it would initiate 
a facsimile service between Washington, 
New York, Chicago, San Francisco, and 
Los Angeles. The Western Union system 
will permit any written matter—on let- 
ter-size paper, excluding photographs—to 
be transmitted. Western Union has set 
up, as an initial project, four two-way cir- 
cuits between the five cities, capable of 
handling 150,000 messages a year. The 
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cost of sending a 743-by-94 facsimile trans- 
mission from Washington to San Fran- 
ciso would be $7.90. In this space approxi- 
mately 600 words might be used. The rate 
for the same number of words, if sent by 
telegraph, would be $36.95 for immediate 
delivery or $16.36 for a deferred mes- 
sage. 


i fees development of facsimile trans- 
mission is bound to have a serious, 
long-range effect on the various seg- 
ments of the communications industry. 
It is difficult at this time to determine 
if the government expects to go into the 
full-scale facsimile transmission of mail 
or if it will permit private companies 
to occupy the field on what amounts to 
a telegraphic basis. 


z 


Communications Equipment 
Sales to Near $3 Billion 
fb bw Communications Industries Divi- 
sion, Business and Defense Services 
Administration of the U. S. Department 
of Commerce, has predicted that the com- 
munications equipment manufacturing in- 
dustry, facing a long-term expanding 
market, appears to be headed for a 1959 
sales level approximating $2.65 billion, 
which would be about on a par with the 
previous peak of 1956. 

The prediction is based on the assump- 
tion that this industry would be late in ex- 
periencing impact from the steel strike. 

Coupled with the immediate outlook is 
a forecast that sales by 1968 should ap- 
proximate $4.65 billion, approaching 
twice the 1958 figure—$2.48 billion. 


COMMUNICATIONS EQUIPMENT MANUFACTURERS 


DOLLAR SALES (including supply items) 
(adjusted to 1958 prices) 
1950-1968 
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TELEPHONE AND TELEGRAPH 


In 1950, sales were slightly less than 
$1 billion. 

The prospective trend in the next dec- 
ade is based on the likely expansion of 
telephones in service to approximately 
110.7 million units, and what is consid- 
ered a moderate estimate of the country’s 
population growth, business expansion, 
new homes, and gross national product. 
Technological improvements in the facili- 
ties and services offered by the operating 
communications companies and an expan- 
sion of the research and development ac- 
tivities of the manufacturers have also 
been factors in customer demand. To at- 
tain the levels forecast, considerable fa- 
cility expansion and new construction will 
be required by the industry. 

The communications equipment indus- 
try is producing equipment principally for 
the telephone and telegraph industries and 
highly specialized requirements for the 
military and government. 


HE division forecast, designed to aid 
industry programing, has been sub- 
divided into three categories: (1) total 
sales by Bell manufacturers (civilian), 
(2) total sales by Bell manufacturers 
(government), and (3) total sales by the 
independent manufacturers. The dollar 
sales have been converted into 1958 dol- 
lars and the trend indicates that the pro- 
spective percentage gain in sales is greater 
than the gross national product and popu- 
lation growth of the country for the cor- 
responding period. 
The accompanying chart illustrates the 
trends developed by the Communications 
Industries Division survey. 


* 
REA Telephone Meeting 


EA Administrator Hamil and Harold 
L. Ericson, chairman of the REA 


Telephone Advisory Council, held a press 
briefing session in Washington on Octo- 
ber 28th. 

The meeting of the advisory coun- 
cil coincided with the celebration of 
the tenth anniversary of the establish- 
ment of the REA telephone loan program. 
The 17-man advisory group is composed 
of both independent and co-operative tele- 
phone company representatives. 

Administrator Hamil noted that the 
REA expects the demand for telephone 
loans to increase in the next few years. 
This increase will represent the effort of 
rural telephone groups to install new and 
modern equipment. The demand may be 
so great, the Administrator said, that it 
may exceed the funds appropriated for the 
program. 

He indicated that he would take appro- 
priate steps should loan applications ex- 
ceed available funds. 


A number of members of the advisory 
council indicated that modern dial equip- 
ment is important in rural areas since the 
older types of telephone systems are no 
longer economically feasible. 

Administrator Hamil pointed out that 
the telephone loan program is on as sound 
a basis as is the REA’s electric loan pro- 


gram. 


M:* Ericson stated the advisory coun- 
cil would file a report concerning its 
recommendations, and also stated that the 
report would contain comments on the 
proposals to increase the 2 per cent inter- 
est rate on both telephone and electric 
loans. 

However, both Mr. Ericson and Ad- 
ministrator Hamil declined comment on 
this subject until the advisory council’s 
report is issued. 
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Favorable Outlook for 1960 


N™ that the nation has gained an 80- 
day reprieve from the steel strike 
through the delayed application of the 
Taft-Hartley injunction, it may be worth 
while to review the impact of the strike 
and try to gauge the outlook for 1960 and 
1961. 

While the strike is estimated to have 
cost about $5 billion, gross national prod- 
uct may still reach $480 billion or a gain 
of 9 per cent over last year. Recovery in 
steel output is faster than anticipated since 
most of the furnaces and crucibles were 
back on the job within eight days after 
the Supreme Court order. Operations were 
about 46 per cent for the first week com- 
pared with 13 per cent previously esti- 
mated; U. S. Steel and Republic were 
scheduling 70 per cent operations for the 
week beginning November 16th and other 
companies have set their sights even high- 
er. The industry will make every effort 
to obtain maximum production, including 
overtime when needed. 

The gain in steel operations is expected 
to restore a substantial part of the decline 
in the indexes of business activity. The 
Times business index advanced from 150 
in 1950 to 210 in 1956, and again in early 
1957. Within a year it had declined to 175, 
and it remained within the range 175-200 
until late in 1958. It then advanced to a 


DECEMBER 3, 1959 


Financial News 


and Comment 
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new high of 228 in June of this year, but 
the impact of the steel strike drove it 
down to 187 and the latest figure for the 
week ended November 7th was 191. Busi- 
ness Week’s index has followed a similar 
trend—dropping from 152 in January, 
1957, to 119 in March, 1958; then advanc- 
ing to 158 in June, 1959, with a subse- 
quent decline to 140. The FRB industrial 
index for October was 148—off only one 
point from September and August, and up 
ten points over last year; however, No- 
vember will doubtless be down several 
points. The index of department store 
sales was 144 (estimated) for October 
compared with 135 in 1958. 


ee power output, bolstered by in- 
creasing residential and commercial 
business, has continued to show weekly 
gains over last year of 4 or 5 per cent; for 
the twelve months ended August 31st 
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FINANCIAL NEWS AND COMMENT 


kilowatt-hour sales were up 9 per cent and 
revenues nearly 8 per cent. 

Manufacturing and trade inventories 
totaled $89.1 billion at the end of Septem- 
ber, a dip of almost $400 million from 
August, but above last year. Sales on the 
other hand gained $.4 billion to $59.9 bil- 
lion despite the adverse effect of weather 
on retail sales. Total construction expendi- 
tures in September were $5.1 billion com- 
pared with $4.7 billion last year; and for 
nine months they totaled $40.2 billion, a 
gain of 13 per cent. 

Consumer spending came back in Octo- 
ber although September made a rather 
poor showing due perhaps to weather. Re- 
tail sales approximated $18.3 billion in 
October, in line with the record totals of 
May to August. Spending for durable 
goods showed a gain of 17 per cent over 
1958, largely due to early introduction of 
new car models. Retail sales are expected 
to reach a new peak around $215 billion 
this year compared with the $200 billion 
of 1957 and 1958. 


psp credit has advanced from a 
low of $42.6 billion early in 1958 to 
$48.4 billion recently, a gain of 14 per 
cent in about a year and a half. Instalment 
credit rose from $32.9 billion to $37.5 bil- 
lion, although automobile paper (now 
$16.3 billion) increased only 11 per cent. 
The continued rise in consumer credit to 
new high levels has caused some appre- 
hension among economists. Dr. Raymond 
J. Saulnier, chairman of President Eisen- 
hower’s Council of Economic Advisers, 
recently told the nation’s bankers that in 
the past two or three months consumer 
credit has surged ahead faster than in the 
boom year 1955; he warned against a new 
expansion similar to the one that led to 
the 1957-58 recession. 

The general level of economic prosper- 
ity depends substantially on the amount 


of capital spending. Hence the outlook for 
1960—subject, of course, to the possi- 
bility of renewed strike troubles—seems 
improved by a projected increase of 10 
per cent in capital spending by business 
next year, according to the McGraw-Hill 
survey published in Business Week of No- 
vember 14th. Manufacturing industries 
are expected to spend 19 per cent more, 
led by the steel industry with a projected 
jump of 76 per cent, and pulp and paper 
35 per cent, followed by 30 per cent for 
the automotive and rubber industries, 22 
per cent for machinery (including electri- 
cal), 24 per cent for chemicals, 10 per cent 
for transportation equipment, 9 per cent 
for oil refining, etc. 


|. pemapeintae companies may 
make a poorer showing, however. 
Railroads are expected to spend 10 per 
cent more, other transport and communi- 
cations 14 per cent, and commercial com- 
panies 9 per cent, while oil and mining 
will show moderate decreases—making 
the general average for nonmanufacturing 
6 per cent. Electric and gas utilities are 
expected to spend over $6 billion next year, 
only slightly less than in the boom year 
1957, but only 3 per cent over 1959. 

Total business construction for 1960 is 
estimated at $37 billion, a gain of 10 per 
cent over 1959, and preliminary estimates 
for 1961 approach $35 billion. McGraw- 
Hill also thinks that final figures will be 
larger than these early estimates. (The 
impact of the steel strike is estimated to 
have reduced 1959 about 4 per cent.) Of 
the $37 billion expenditures in 1960, some 
$31 billion will be provided by internal 
funds, it is estimated; in fact, manufac- 
turing companies will finance nearly all 
their needs without outside capital. Fol- 
lowing is the McGraw-Hill estimate for 
leading industries (excluding commercial, 
real estate, and financial) : 
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External Financing 
For Capital Spending 


Manufacturing and Mining . $ A 
Petroleum Industry 
Railroads 
Other Transport and Com- 

munications 1,507 : 
Electric and Gas Utilities .. 3,110 3,265 


$5,819 $6,354 





I grins spending by business is, of 
course, only part of the overall con- 
struction picture—probably slightly over 
one-half. Residential building and farm 
construction are also important, as well as 
public building, maintenance work, etc. 
Residential building is expected to decline 
next year as a result of high money rates 
and a less plentiful supply of mortgage 
money, but public building (in an election 
year) should be well maintained. On an 
overall basis, construction in 1960 should 
probably equal and perhaps exceed 1959. 

General opinion seems to be that unless 
the steel strike is renewed January 26th, 
when the Taft-Hartley injunction expires, 
the outlook for 1960 is favorable. (Even 
if it is renewed, Congress might be ex- 
pected to pass legislation for compulsory 
arbitration.) The Morgan Guaranty Bank 
letter states : 


If the steel companies and the union 
reach an agreement within the injunc- 
tion period, prospects will be excellent 
for a continuing advance in general 
business levels at least until the middle 
of 1960. Steel users will seek to re 
build inventories, and this task cannot 
be achieved until late spring at the very 
earliest, in view of the critically low 
level of steel stocks at present. 


somes further ahead, however, there 
seems to be a feeling in some quarters 
that there may be a moderate recession 


in 1961—maintaining the pattern of the 
postwar era. Vice President Butler of the 
Chase Manhattan Bank, speaking at a 
meeting of the American Petroleum In- 
stitute, predicted a shift toward a buyers’ 
market in 1961, shrinking profit margins, 
and excess productive capacity. He 
thought that the rise in business activity 
in 1961 might taper off onto a plateau, 
followed by a general down turn. 

Of course, money rates will continue 
to play an important role and at some 
point, especially if the Democrats win the 
White House in 1960, Congress might 
overrule the Federal Reserve Board and 
order a return to “cheap money.” Thus 
far, the Treasury has worked out a favor- 
able compromise with Congress’ fiat that 
the long-term interest rate must remain at 
44 per cent. 

It has been able to place nearly $1 
billion of notes with over 100,000 indi- 
vidual investors, and while this has caused 
a drain on savings institutions, it appears 
likely that the government paper is in 
safer hands than if it had been placed with 
banks which might liquidate it at any time. 

The high short-term rates on govern- 
ment paper have helped to guard against 
a further outflow of gold, since foreigners 
are doubtless willing to keep larger 
amounts invested here when they are earn- 
ing such a good return. Paul Heffernan of 
The New York Times thinks that the 
Treasury has another card which it could 
play—issuance of securities with no ma- 
turity date, like the “Consols” which were 
paid off in the 1930’s; however, Congress 
might not like such a move. 


ee Congress and the admin- 
istration continue to worry over (1) 
inflation and the problem of keeping the 
budget in balance, (2) the danger of los- 
ing more gold, (3) increasing foreign 
competition due to lower wage levels, and 
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(4) the more rapid rate of gain in Rus- mates that Soviet gross national product 
sian production as compared with the and industrial output are growing at two 
United States. or three times the U. S. rate of 3 per cent. 
However, industrial and military growth 
o hold the military budget at $41 bil- is being forced largely at the expense of 
lion there will be further cuts in the consumers. 
armed forces (despite NATO weakness) ; Secretary of the Treasury Anderson 
the second atom-powered carrier will be has wisely pointed out that we should not 
eliminated, fringe benefits for troops cut, make a fetish of growth: 
etc. Military procurement will be diverted 
from foreign to U. S. suppliers, and the 
same will be attempted for foreign eco- 
nomic aid. We are negotiating successfully 
with other countries to reduce discrimina- 
tory restrictions against U. S. goods and and facilitate growth—not to force it. 
travel to the U. S. Direct restrictions on Economic growth at an artificial rate, 
U. S. imports seem unlikely (except on forced through unsound practices, can 
oil) ; Japanese exporters have made some only cause the loss of some of our most 
voluntary adjustments in textiles. cherished freedoms—or inflation—or 


Allen W. Dulles, CIA Director, esti- both. 
e 


OCTOBER UTILITY FINANCING 


PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 
Aver. Yield 
For 


If we are to maintain our freedoms, 
the government cannot be the predom- 
inant factor in our nation’s economic 
advancement. Its rdle must be to foster 


Success 
O 


Price Under- Offer- Securities 
Amount To writing ing Of Similar Moody Offer- 
Date (Mill.) Description Public Spread Yield Quality Rating ing 


10/9 $25 Columbia Gas Deb. (s.f.) 58s 1984 .. 100.00 O2C 5i 5.00% A d 
10/15 50 *Philadelphia Elec. 1st 5s 1989 101.09 woe 4 4.74 Aaa d 
10/22 Western Mass. Elec. Ist 52s 1989... 101.88 isc S: 4.79 Aa b 
10/23 *Rochester G. & E. Ist 5s 1989 100.78 63C 4. 4.79 Aa b 
10/27 5 *Northern Nat. Gas. S. F. Deb. 54s 

1979 100.00 90N 5. ; A 
10/28 Florida P. & L. 1st 54s 1989 101.52 1.09C 5. : Aa 
10/28 Wisc. Mich. Power Ist (s.f.) 5% 1989 100.20 1.68C 5. : A 
10/29 Puget Sound P. & L. Ist 54s 1989 .. 100.16 sec. 51 : A 
10/30 Wisc. Pub. Ser. Ist (s.f.) 54s 1989 .. 101.52 Oman F : Aa 


Preferred Stocks 
10/6 Northern Nat. Gas $5.60 (s.f.) Pfd.. 100.00 ZS5N 5! : — 


10/21 Texas Gas Trans. 2nd Conv. 54% Pfd. 100.00 3.00N 5. 
Earns.- 


Price 
Common Stocks—Offered to Stockholders Ratio 
10/6 Madison Gas & Electric ; 8.3% 


Common Stock—Offered to Public 


10/15 58 American Electric Power : 1740 | 375 —_— 49 d 
10/29. 21 Central & South West k 1.49C 3.00 — 45 c 


*Nonrefundable for about five years. C—Competitive. N—Negotiated. a—The issue was reported well 
received. b—The issue was reported fairly well received. c—It is reported the issue sold somewhat slowly. 
d—It is reported the issue sold slowly. e—Offered to stockholders on a 1-for-5 basis; reported oversubscribed. 


Source, Irving Trust Company 
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Tax-free Dividends on Utility 


Stocks 


eS investors searching for good 
tax-free yields may well consider 
the available returns from tax-free divi- 
dends on stocks of some former utility 
holding companies, together with those on 
a few of the operating company stocks. 
Electric Bond and Share, recently selling 
around 243 on the American Exchange, 
has been paying $1.40 per annum, but the 
rate was recently cut to $1.20 because of 
the reduction in the American & Foreign 
Power dividend rate (stemming from its 
troubles in Cuba) from $1 to 50 cents. 
This affords a yield of 4.8 per cent. The 
tax-free feature is expected to last for a 
considerable period of years, being based 
on the high prices paid for American & 
Foreign Power securities in the 1920’s. 
United Corporation, formerly a utility 
holding company, has been selling on the 
New York Stock Exchange around 84; it 


=z 


paid 35 cents in 1959 and 1958, affording 
a return of 4.3 per cent. Standard Shares 
has also been paying 80 cents tax-free but 
the yield is lower on this issue. Abacus 
Fund (formerly International Hydro- 
Electric), listed on the New York Stock 
Exchange, pays dividends in stock of 
Gatineau Power Company. 


epoces of electric operating utilities 
which paid wholly tax-free dividends 
in 1958 were California Oregon Power, 
yielding about 4.6 per cent; Detroit Edi- 
son, yielding 4.8 per cent; and Pacific 
Power & Light, yielding 4.4 per cent. It 
appears likely that the dividends on Cali- 
fornia Oregon Power will remain fully 
tax-free in 1959 and 1960, but after 1960 
the percentage may decline and it is un- 
certain whether any part of the dividend 
will be free of income tax after 1963, 
when accelerated amortization will run 
out. The fact that Detroit Edison’s divi- 


CALENDAR OF PROPOSED UTILITY OFFERINGS 
December 1, 1959, to February 28, 1960 


Date of 
Bidding 
Or Sale 


Approx. 
Amount 
(Millions) 


Bonds and Debentures 


12/1 Consolidated Edison 
12/2 
12/3 


Arkansas Louisiana Gas 


PSR COU IEG 5 is eS csc weckeceeecassaseaseeame% 


Arkansas Power & Light 
Missouri Power & Light 
Dallas Power & Light 


BROT REICNHOINS OPE CNB Ok. cc isiecas sien dekeeeewgcensecivedsacs 


Kansas City P. & 
Louisiana Gas Service 
Hawaiian Telephone 


Preferred Stocks 


Fall River Electric Light 


New England Power 


Method 
Of Moody 
Offering Rating* 


Aa 


oie el bd el pale GO rr re : A 


Aa 
A 

A 
Aaa 
Aaa 
Aaa 


Common Stock—O fered to Public 


Savannah Elec. & Power 
Tampa Electric 


30 
2 
6 


*Preliminary, or rating of similar issues. 
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dend was fully tax-free last year was due 
largely to payment of a double local tax, 
which is nonrecurring, hence the tax-free 
proportion will decline this year. Pacific 
Power & Light preferred and common 
dividends, on the other hand, will probably 
remain fully tax-free for about five years, 
due to accelerated amortization in connec- 
tion with the company’s large hydro 
projects. 

Other electric utilities whose 1958 divi- 
dends were substantially tax-free were 
California Electric Power (79 per cent), 
Hartford Electric Light (78 per cent), 
Niagara Mohawk Power (77 per cent), 
Portland General Electric (78 per cent), 


and Washington Water Power (89 per 
cent). Among the natural gas companies, 
Northwest Natural Gas dividends were 
fully tax-free last year, and those of El 
Paso Natural Gas were 84 per cent tax- 
free, while the percentage for Transconti- 
nental Gas Pipe Line was 63 per cent. 


- should be noted that “tax-free” re 
fers only to nonpayment of current in- 
come taxes; the holder of the stock will 
have to pay a capital gains tax on the divi- 
dends when he finally sells the stock at 
some future date (the procedure being to 
mark down the cost of the stock by the 
amount of the dividends received ). 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Annual 11/11/59 Divi- 
Rev. 

(Mill.) 

Pipeline and Integrated Systems 


Ala. Tenn, Nat. Gas. .... 26 
American Nat. Gas .... 58 
Arkansas Louis. Gas .... 60 
Colo. Interstate Gas 43 
Columbia Gas System... 21 
Commonwealth Gas 
Commonwealth N. G. ... 
Consol. Gas Util. .......: 
Consol, Nat. Gas 

E. Tenn. Nat. Gas 

El Paso Nat. Gas 

Equitable Gas 
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Kansas Nebr. Nat. Gas .. 
Lone Star Gas 

Miss. River Fuel 

Montana Dakota Util. .. 
Mountain Fuel Supply .. 
Natl. Fuel Gas 

Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. ... 
Pennsylvania Gas 

Peoples G, L. & Coke... 
Pioneer Nat. Gas 

Southern Nat. Gas 

Southern Union Gas .... 
Tenn. Gas Trans, ...... 
‘Texas East, Trans. ..... 
Texas Gas Trans. ...... 
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FINANCIAL NEWS AND COMMENT 


Aver. 
Incr. Approx. 
q 11/11/59 Divi- Recent In Sh. Price Div. Common 
(Continued) Price dend Appros. Share % In- ' rns. Pay- Stock 
About ‘ate Earnings crease 1953-58 Ratio out Equity 
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Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 
Consolidated Gas 

Gas Service 
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Mich, Gas Utils: ......0% 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 
Aver. 


Incr. 
Annual 11/11/59 Divi- Recent In Sh. Price- 
Rev. Price dend Approx. Share % In Earn, ‘arns. 
(Mill.) About Rate teld Earnings crease 1953-58 Ratio 


Communications 
Amer. T. & T. (Cons.) .. 79 
Bell Tel. of Canada .... 43 
Cin, & Sub. Bell Tel. .... 91 
Mountain Sts. T. & T. ... 168 
New Eng. T. & T 
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Aver, 
Incr. . Approx. 
5 11/11/59 Divi- Recent In Sh. Price- Div. Common 
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Water Companies 
Holding Companies 
American Water Works . 
Operating Companies 


Bridgeport Hydraulic ... 
Calif. Water Service .... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 

New Haven Water 

Ohio Water Service ... 
Phila. & Sub. Water .... 
Plainfield Un. Water . 
San Jose Water 
Scranton-Springbrook ... 
South. Calif. Water 

W. Va. Water Service .. 
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Averages 
A—American Stock Exchange, O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December, NC—Not comparable. NA—Not 
available. D—Decrease. *On average shares. **Includes tax savings from accelerated depreciation. (a) Ad- 
justed to eliminate 13 cents per share of nonrecurring tax savings. (b) Also stock dividend December 7, 1959. 
(d) Also one per cent stock dividend quarterly. (e) Also 10 per cent stock dividend May 19, 1958. (£) Includes 
extras. (g) Five per cent stock dividend April 10, 1959. (i) Also 5 per cent stock dividend December 29, 
1958. (j) Also 5 per cent stock dividend March 19, 1959. (k) Also 20 per cent stock dividend March 9, 1959. 
(L) Also 10 per cent stock dividend June 10, 1959. (n) Excludes profit realized on sale of Los Angeles 
Transit $3.81 per share. (0) Also 5 per cent stock dividend June 30, 1959. (P) Also 3 per cent stock dividend 
January 7, 1960. x—1952-57. 
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What Others Think 


People Are More Important than Power 


tage age Loyal Phillips, president of 
the St. Petersburg Florida Independent 
and the Petersburg, Virginia, Progress- 
Index, expressed his views on the public 
relations shortcomings of the utility in- 
dustry at the forty-first annual meeting 
of the Public Utilities Association of the 
Virginias in September. 

Phillips described himself as a great be- 
liever in the free enterprise system. He 
gave some quotations from a couple of 
utilities on public relations. He quoted 
Cooper Green, vice president of Alabama 
Power Company : 


We often fail to reach through our 
regular communications media, our 
rural families, organized labor, and 
others who must be shown and con- 
vinced that our major objective is to 
help develop our state. This is a major 
weakness in the public relations pro- 
grams of southern utilities. Also, we 
must do a better job of educating our 
employees and stockholders so they cam 
help us enlighten others. In this con- 
nection, we can make good use of coun- 
ty weekly newspapers. Our biggest prob- 
lem is our failure to make our program 
known to the rank and file of our citi- 
zens. 


Phillips related that Carl D. Brorein, 
president of General Telephone Company 


of Florida, called public relations an in- 
visible asset on the balance sheet, and one 
which, more than any other, accounts for 
what we term “going concern” value. 
Brorein also said public relations means 
“earning a gocd reputation with the public 
and establishing the business in the public 
mind as an institution of character and 
one which functions in the public interest.” 

“Public relations is an operating phi- 
losophy that management must seek to 
apply in everything it does and says,” was 
another quotation given by Phillips (au- 
thor unknown). “It is the philosophy of 
saying sincerely things people like—and 
saying them the way they like. It is the 
philosophy of doing things people like— 
and doing them the way they like. . . . the 
doing is more important than the saying. 
But the doing alone is not enough.” 


HILLIPS lauded the utility industry for 

its skill in solving the myriad problems 
of generating and distributing modern 
electric service and of keeping rates down. 
He said the utilities were more than com- 
petent in financing and other business 
problems, but he felt they were deficient 
in solving problems relating to people, 
both inside and outside the company area, 
stockholders, customers, and also political 
leaders. Phillips stated : 
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It has been my observation that, un- 
fortunately, utilities have not yet dem- 
onstrated the same skill in solving these 
problems which relate to people as you 
have demonstrated in solving your tech- 
nical and financial problems. 

Let me remind you.of some of the 
problem you face: 1. In the last thirty 
years, the share of your utility industry 
which has fallen into the hands of the 
government has increased from 7 per 
cent to 25 per cent. 2. The rural electric 
co-operatives, which were supposed to 
take care of just the farmers back in the 
hills, now surround your service areas 
and are beginning to compete with you 
in communities and towns. 3. The fed- 
eral government has, in recent years, 
developed a lot of federal hydroelectric 
plants and continues ‘to threaten you 
with ownership of atomic power plants 
which can be built near any of your 
big cities. 

gerne commented that while such 

threats are serious, there is still room 
for optimism. He gave a few high lights 
from a survey made a couple of years ago 
on “Free Market versus Socialistic Think- 
ing.” This question was put to many 
groups such as teachers, clergymen, and 
business executives: “Summing it all up, 
do you think people get the best chance of 
reaching higher wages, more benefits, and 
a better standard of living through the help 
of the government, or through the free 
enterprise system?” The answers showed 
that about 70 per cent of the people fa- 
vored the free enterprise system, with only 
20 per cent favoring the government; 10 
per cent had no opinion. This indicates, 
Phillips pointed out, that while about one- 
third of the people do not care or prefer 
government ownership, two-thirds have 
resisted the “something for nothing” doc- 
trine, which is certainly in the utilities’ 
favor. He stated: 
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Why, you may ask, with two-thirds 
of the people on our side, are we losing 
the battle? I hope I am wrong, but I am 
afraid you are losing the war by default. 
You are simply not doing a thorough 
job of telling the people the good things 
about your great industry. You need to 
identify your companies more with the 
public interest. You need to tell people 
over and over again the good things 
about your companies—the plus values 
that go along with your modern electric 
service. You need to get your employees 
more thoroughly sold on the importance 
of the contribution you are making to 
the community. You leaders need to 
speak out more often on the subject. 


poe must make more news, Phil- 
lips declared, and he suggested that 
they also use more advertising to tell peo- 
ple about what a great bargain they are 
getting for their money. Here are a few 
suggestions he made of what should be 
done: 


1. Start immediately to form an 
overall public relations department that 
has the responsibility of reporting to 
top management. 

2. You should let the supervisor 
of this department have an adequate 
staff and budget to do the job well. A 
few thousand dollars will not break 
your company, but believe me it can 
help mightily in telling a story that sore- 
ly needs telling. 

3. Once you get the staff, have 
the department prepare a program of 
specific objectives for this year and 
next. 

4. Make sure that you have the 
finest possible relations with your cus- 
tomers, your community, and especially 
your press. 


Phillips also emphasized that in addition 
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to these suggestions it was imperative that 
each top utility executive should realize 
that his company won’t get any better pub- 
lic relations than he demands. Unless the 
officers of the company are sold on public 
relations and want to do something about 
it, the efforts of the public relations de- 
partment will not be fully effective. 


Pog are the impressions Phillips said 
he has of the public relations per- 
formance of utilities in the past: 


You are the jugular vein of our na- 
tional security and the heart beat of our 
economy. However, public relations- 
wise you have acted like a freckle-faced, 
bashful country boy at the ice cream 
social. 

The small type on your annual state- 
ment proves beyond a shadow that you 
are playing the role of a he-man in 
America’s commerce. Yet your public 
relations performance never seems to 


let the people know whether you are 
men or mice... . Has the cat got your 
tongue? 


Despite the fact that utility executives 
are well-known and liked in every strata 
of the community’s activities and that lots 
of money is spent to convince the com- 
munity that utility people are nice people, 
utilities continue to hide their light under 
a bushel, Phillips believes. He said he does 
not believe the utilities have told their 
story of accomplishment as well as some 
other industries, especially achievements 
made by them during World War II and 
the war in Korea. He asked, “Are you 
operating under some sort of self-imposed 
censorship? Otherwise, why are you so 
timid?” 

Phillips called attention to the fact that 
under inflationary trends as they are to- 
day, more and more rate increases are 


in the offing for utilities. He said he won- 
ders if utilities are adequately preparing 
the public for these rate increases. In his 
opinion the public is willing to pay more 
if it thinks the service is worth more 
Publisher Phillips thinks utilities could do 
much more to dramatize the benefits and 
minimize the cost of the service they offer. 
To point up the fact that the cost of some- 
thing is relative, he told the story of a 
sale by a salesman: 


A young business machine salesman 
in Chicago called on Marshall Field to 
sell a new type of machine. After en- 
thusiastically dramatizing what the ma- 
chine would do for Marshall Field, the 
salesman lost his courage when the pur- 
chasing agent asked the price. The 
young salesman gulped three gulps and 
then admitted apologetically that the 
price was $3,000. He almost lost his 
voice when the purchasing agent said, 
“Oh well, at that price, what can I lose? 
Send us three of the machines.” 


HILLIPs stated that utilities might do 

well to follow the advice of sales ex- 
perts by trying harder to tell the whole 
story about the value of the services they 
offer. He said he personally does not be- 
lieve in public power because he thinks 
“a business operated by the government 
would spend more money, earn less profits, 
pay lower salaries, and offer poor serv- 
ice.” 

Furthermore, he said, public power 
would mean a loss of tax revenue and a 
step toward Socialism. He said utilities 
should not take people like him fer 
granted, however, and said he might be 
swayed by aggressive propaganda cam- 
paigns. But if utilities would learn how 
to talk intelligently and adequately, he 
said, such a possibility would be avoided. 
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Latin American Electric Power Study 


HE International Bank for Recon- 

struction and Development and the 
secretariat of the United Nations Eco- 
nomic Commission for Latin America 
have collaborated in the publication of a 
book entitled “Electric Power Regulation 
in Latin America,’ written by David F. 
Cavers, professor of law, Harvard Uni- 
versity, and James R. Nelson, professor 
of economics at Amherst College. 


The common interest of the Interna- 
tional Bank and the U. N. Economic Com- 
mission led them to request the Harvard 
Law School to conduct a study of Latin 
American laws and administrative systems 
governing the operation of electric utili- 
ties, with particular emphasis on the prob- 
lems associated with financing capital ex- 
pansion. The book is based on a study 
which was conducted in Brazil, Chile, 
Colombia, Costa Rica, and Mexico . 

The publication notes that the countries 
of Latin America have experienced great 
difficulty in installing electric power ca- 
pacity sufficient to keep pace with the ex- 
panding demands from the rapid growth 
of cities and industries. Both the World 
Bank and the Export-Import Bank have 
provided large amounts of finances; how- 
ever, the electric industry has not been 
able to attract sufficient domestic savings 
for its additional capital needs. 

The study disclosed that Latin Ameri- 
can electricity rates have been held well 
below the average rates prevailing in the 
United States. The economic consequence 
of this policy leads the authors to conclude 
that “What a developing nation needs 
more than cheap electricity is plentiful 
electricity and the best way to get it is to 
pay what the service costs.” 


geo Cavers and Nelson make 
three suggestions as 


possible COL- 
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rective actions for the electric industry 
in Latin America. These corrective guides 
are not specifics for any particular coun- 
try. They are guides formulated as a result 
of the study and they only reflect a general 
corrective approach. 


First, the industry should be able to 
adjust its rates rapidly enough so that 
operating cost increases will not pre- 
vent it from realizing an adequate level 
of earnings. 


By the time rate changes are made, 
costs, which necessitated the change in the 
first place, have quite often shifted again. 
The authors, therefore, suggest “automat- 
ic compensatory adjustments” for cost 
increases and decreases in the following 
cases: (1) fluctuation in the price of 
fuel; (2) increases or decreases in an in- 
dex constructed to reflect the principal 
costs of operation and maintenance; (3) 
increases or decreases in the rates of taxes 
applicable to the utility; (4) increases or 
decreases in the exchange rate for the dol- 
lar or other foreign currency. 


Second, as a means of enabling the 
industry to compete with unregulated 
investment opportunities for national 
savings and foreign investments, pro- 
vision should be made for regular ad- 
justments in the capital accounts of elec- 
tric enterprises, public as well as private, 
to reflect significant changes in the do- 
mestic price level and, when relevant 
to outstanding securities, in the ex- 
change value of the national currency. 


AS a corrective procedure under this 

category the authors would allow the 
utility, in calculating its revenue require- 
ments, to base such estimates wholly on 
the capital accounts of the enterprise cur- 
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“WHY DOES PERSONNEL ALWAYS PICK THE SHORT GUYS 
FOR METER READERS?” 


rently valued each year and more often 
when rapid price rises take place. The cost- 
of-living index is suggested as the basis 
of revaluing the capital accounts since that 
index measures roughly the value of the 
investment. 


HE rate of return should represent a 
weighted average of the rates of re- 
turn on the respective elements in the cap- 
ital structure of the electric industry. The 
main problem in this category would be 
posed by the equity shares or by the pro- 


prietary interest in a government power 
authority. 

Concerning depreciation, the authors 
suggest that the rate of return should be 
applied to the capital, rather than the 


property and it would, therefore, not be 


necessary to reduce the investment base 
by the amount of depreciation accruing 
annually. This accrual would be held in 
reserve and used for reinvestment in the 
enterprise. 


Third, the regulatory authority (and 
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any financial authorities having juris- 
diction) should be prepared to approve 
forms of securities that are adapted to 
the industry's needs in an inflationary 
economy. They should adopt measures, 
where necessary, to open up markets 
for the distribution of those securities 
among institutional investors and per- 
haps should require investment by such 
of the electric industry’s business and 
even residential customers as make es- 
pecially heavy demands upon its ca- 
pacity. 


HE authors note that in Latin Amer- 

ica there exists a “long alienation of 
investors” from the industry. They stress, 
therefore, that it is most important that 
(a) investors be protected against per- 
sistent price inflation; (-b) institutional 
investors be encouraged to acquire electric 
industry securities; (c) Latin America’s 
power-using industries might be required 
to make more substantial contributions to 
the electric industry’s capital needs; (d) 
the concept of compulsory annual sub- 
scription to an attractively designed elec- 
tric security might be extended beyond 
industrial users to the commercial and 
larger residential consumers. 


As to the classical controversy over rate 
base and the allowable rate of return, Pro- 
fessors Cavers and Nelson find that eco- 
nomic differences in Latin America have 
made the rate base issue more important 
in Latin American countries than it is now 
in the United States (page 114). This is 
understandable in view of the more per- 
sistent and volatile inflationary experience 
there. Chile, being the earliest to regulate 
by statute, adopted reproduction cost as 
the rate base standard. Mexico and Brazil, 
with qualifications, adopted original cost. 
The Colombia statute calls for “actual in- 
vestment” and the Costa Rica law provides 
for a return on “the capital invested.” But 
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there are signs noted in a 1958 general 
corporation re-evaluation statute (page 
117), in Brazil, which indicate that the 
strict cost standard is under pressure and 
may be breaking down under the stress 
of inflation. 


 geiegeene Cavers and Nelson, as noted 
from their recommendations already 
referred to, apparently feel that modern 
index methods, applied to capital accounts, 
may provide a workable comparison. The 
commentary of the authors, on the whole, 
is quite objective and betrays a discerning 
background of regulatory history and 
trends as well as a sensitivity to equitable 
and economic requirements, which make 
their expression of views well worth ser- 
ious consideration. 

The North American readers of this 
volume will probably be most interested in 
a comparison of regulatory methods used 
in the five Latin American countries re- 
viewed. One striking difference is the fact 
that the Latin American regulatory au- 
thorities have been given jurisdiction quite 
generally over the rate of governmentally 
owned and operated utility services, as 
well as those of investor-owned utility 
services. (In the United States, the pre- 
dominating practice is to exempt so-called 
publicly owned utility operations from 
state and federal regulatory control.) 

Perhaps. the more political form of 
Latin American regulations has something 
to do. with this failure to exempt auton- 
omous government utility operations. For 
the most part, the Latin American coun- 
tries do not regulate through independent 
commissions, but use a direct ministerial 
form of control, comparable to regulation 
by a cabinet department in the United 
States (such as the regulation of stock- 
yards by the Secretary of Agriculture). 
The volume says of this fiat form of reg- 
ulation (page 111): 
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In comparison with the United 
States, greater reliance has been placed 
in Latin America on specific statutory 
standards than on the discretion of the 
regulatory bodies. Moreover, the latter 
are ordinarily placed within one of the 
ministries of the government, and their 
orders are therefore subject to the ap- 
proval of a high political official. Ju- 
dicial review of commission action is 
relatively limited and infrequent. 


i subject of electric power regula- 
tion is one of importance throughout 


the world. 


No previous study, however, has been 
made of the problems of policy and the 
methods involved in pricing of electricity 
in developing nations. The suggested 
changes in regulatory policies have been 
made in light of the comparative appraisal 
of the policies being followed in the 
United States of America. This work, 
therefore, should interest not only the stu- 
dent of public utility rates, but also those 
interested in economic development and 
international investment. 


—C. M. B. 
Execrric Power REGULATION IN LATIN AMERICA, 
by David F. Cavers and James R. Nelson. 279 
" John Hopkins Press, 


pp., Index. Price 
Baltimore, Marylan 





More Light on Atomic Power Costs 


OME time ago Dean A. McGee, presi- 
dent of Kerr-McGee Oil Industries, 
Inc., presented a nuclear power report to 
the Energy Industries Forum, conducted 
as part of the 1959 midyear meeting of 
the Independent Petroleum Association 
of America. 

In his account of the beginnings and de- 
velopment of nuclear energy, Mr. McGee 
showed clearly that the nuclear power in- 
dustry was totally unlike the other energy 
industries. He discussed the fuel aspects 
of nuclear energy at some length and 
stated that fissionable materials are not 
abundantly available in nature in a usable 
state without processing. He said: 


The only element which exists in na- 
ture that can be used as a fission fuel 
is U-235, which is present as one part 
in 140 of natural uranium. The other 
139 parts are U-238 which is not a fis- 
sion fuel. There are two artificially 
produced elements which can act as fis- 
sion fuels. These are U-233 made 
from thorium and plutonium 239 made 
from U-238. Basically, therefore, all 


945 


fuel cycles must start with uranium or 
thorium, 


Processing of uranium produces a fuel 
which has a number of unique character- 
istics. Chief one is its very high energy 
content per unit of weight. Because of this 
high energy content per unit, McGee 
said, it is possible that nuclear fuels will 
eventually equalize power costs through- 
out the world by making transportation 
of fuel a minor part of the total. Speaking 
of the availability of raw material from 
which fissionable fuel can be made, Mc- 
Gee reported that the free world now has 
very adequate uranium ore reserves and 
these can be increased if needed. 

O™ of the most important facets of the 

new science of nuclear power is the 
development of the breeding reactor. This 
type of reactor multiplies reserves of fis- 


sionable fuel many times. His technical 
explanation of this fact went as follows: 


... If only the U-235 in natural ura- 
nium (.7 per cent of the total uranium) 
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is burned in a reactor, then the nuclear 
fuel supply will last less than one-hun- 
dredth as long as if all the natural ura- 
nium is burned. It is technically possible 
to build a reactor which will produce 
not only power from the U-235, but 
will make plutonium out of the U-238 
as well. The plutonium can be chemi- 
cally extracted from the partially 
burned uranium and in turn can be used 
as a nuclear fuel for another reactor 
since it is one of the fissionable ele- 
ments. In this way all the originally 
mined uranium can in theory be used 
to produce energy. . . . Thorium can 
also be transmuted into a usable fuel in 
a reactor, one of which is under con- 
struction now. 


McGee stated that the most striking 
facts about the nuclear power program 
were the greater variety of reactor con- 
cepts and the high cost of development— 
it takes about $350 million to develop a 
reactor concept to the point where it can 
be expected to become competitive with 
fossil fuels. 


[Ph fiscal 1959 McGee reported that the 

government would spend about $650 
million for nuclear power, $250 million of 
which would go for research and develop- 
ment. He stated : 


It is probable that continued research 
and development will result in nuclear 
power costs in Britain, below conven- 
tional costs, by the late 1960’s. It is also 
expected that in the United States, 
where low-cost coal and natural gas are 
available, this parity with conventional 
costs will be achieved only by those 
plants which are started late in the com- 
ing decade. It is estimated that at least 
15 million kilowatts of nuclear power 
capacity will be installed in the next ten 
years, and that in the decade following, 
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say by 1975, most new high output 
power stations will be nuclear. 


Preieggeiinove on nuclear fusion, Mc- 
Gee related that technical difficulties 
in solving the control of this type of atom- 
ic reaction are such that nuclear power 
from this source may be at least twenty 
years away. Mr. McGee related that “A 
power reactor today costs in the range of 
$300-350 per kilowatt for a 200,000-kilo- 
watt plant or about twice the cost of coal 
fuel plants of the same size. The operat- 
ing cost per kilowatt-hour, exclusive of 
fuel, would not differ much from that of 
a coal-fired plant. The fuel cost will vary 
widely depending upon what kind of fuel 
cycle is used but seems to be around two 
mills per kilowatt-hour for gas-cooled, 
graphite reactors and perhaps three mills 
for light water reactors.” It is anticipated 
that continued work on fuel cycles will 
bring these fuel costs down to one mill per 
kilowatt-hour. The high cost of construc- 
tion of a nuclear plant is expected “even- 
tually to be more than offset by low fuel 
cost.” 


\ paeanen of the unique problems of 
nuclear energy—radiation, special- 
ized design, corrosion of fuel elements, 
waste handling, and others—the capital 
costs of producing nuclear power are high 
—at least initially, until the specialized 
engineering problems are solved. The rate 
of growth for nuclear fuels will be de- 
termined to a large extent in the next 
decade by the Atomic Energy Commis- 
sion since it is largely responsible for re- 
actor research and development. There- 
fore, McGee emphasized, the aims and 
objects of this agency are important. Here 
is what they are, as set forth by John A. 
McCone, chairman of the AEC: 


1. To reduce the cost of nuclear 
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power to competitive levels in high en- 
ergy cost areas of this country within 
ten years. 

2. To assist friendly nations now 
having high energy cost to achieve com- 
petitive levels in about five years. 

3. To support a continuing long- 
range program to further reduce the 
cost of nuclear power. 

4. To maintain the United States’ 
position of leadership in the technology 
of nuclear power for civilian use. 

5. To develop breeder-type reactors 
to make full use of the nuclear energy 
latent in both uranium and thorium. 


McGee predicted that the U. S. research 
program, undertaken to carry out the 
AEC’s objectives, will continue to pro- 
duce new discoveries in the nuclear field. 
He said a way may be found to convert 
fission energy directly into electricity 
since various laboratory tests already have 
been made that indicate such a process 
might be feasible. A breakthrough of this 
kind could have a profound impact on the 
reactor program and the use of atomic 
energy. 

In closing, Mr. McGee forecast that 
“the atom may reach maturity sooner than 
anyone now expects.” 





Daily Flow Records as a Test for Practical Projects 


Fg a year ago I sent out to many 
leading people, including some Sena- 
tors, Congressmen, heads of several gov- 
ernment agencies, and members of engi- 
neering societies, my paper entitled “‘Re- 
search on Water Usages.”” About 90 per 
cent of that paper was quoted from rep- 
utable sources and from actual daily flow 
records of stream flows, precipitation 
records and evaporation records as they 
related to the development of so-called 
“flood-control projects,” and large electric 
power dam projects.’ 


The purpose was to prove that the en- 
gineers had made mistakes by using 
monthly flow records in place of daily flow 


1 Notes (from the article): Commerce reports 
total U. S. water resources investment in 1954 was 
$150.7 billion and by 1975 must be increased to $290.8 
billion. That will call for $140.1 billion in new proj- 
ects plus $74 billion to replace obsolete facilities. 
(Personal note: Have these obsoletes paid off in 
fifty years as the law requires?) 

The figures following are quoted from the article 
as “figures broken down”: 

Water Supply 

Sewage and Industrial Waste 

Facilities 

Power Generation 

Irrigation 


$89.6 billion 


73.7 billion 
18.5 billion 
9.3 billion 


Total Needed Investment $191.1 billion 


records, by failing to consider proper 
evaporation records and by lack of con- 
sideration of economy. Proof was shown 
that very large reservoirs increase evapo- 
ration and cause decrease in precipitation, 
resulting in less river flows below these 
reservoirs than before the dams were built. 
A multiplicity of dams in place of one very 
large dam at the same place would give 
the same benefits at a fraction of the cost 
and cause less water loss by evaporation. 
Now, after a year come these results: 

1. At a recent luncheon meeting with 
one of the leading engineers in the Corps 
of U. S. Engineers, he told me that the 
Army Engineers no longer used monthly 
flow records of stream flows, but now use 
daily flow records. When asked why, he 
replied: “To use monthly flow records 
will show the stream flows to be far higher 
than they really are.” That is exactly what 
the “Research” paper pointed out. 

2. The Engineering News-Record, July 
23, 1959, issue on page 28, under the head- 
ing of “Huge Water Spending,” tells 
about the publication of reports from De- 
partments of Commerce and Interior. One 
predicting much spending for large proj- 
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out that increasing evaporation from 
added reservoirs can offset improved 
stream flow advantages by reducing the 


ects and the other seemingly of an op- 
posite view, and backing it up with these 
words which are quoted: 


Another report, however, issued by 
Interior’s U. S. Geological Survey, in- 
dicates it may not be profitable to make 
such investments on river basins nearing 
their ultimate economic development. 
The report points up the possibility that 
maximum stream flow benefits from ad- 
ditional reservoir construction may 
soon be reached, if not already exceeded 
in certain basins, particularly in the 
West. 

The Geological Survey report points 


total flow. 

In another report USGS says, “Al- 
though the number and capacities of 
U. S. reservoirs still are rising rapidly, 
the point of ultimate development for 
hydroelectric power, irrigation, flood 
control, and navigation may be seen on 
the horizon.” 


This, too, is exactly what I have been 


preaching. 


—H. H. Waite, 
Atlanta, Georgia. 





- Notes on Recent Publications 


Tue Epison Etectric InstTITuTE has pub- 
lished a 66-page “Farm Electric Sales 
Handbook” which is designed for use by 
rural salesmen of electric power com- 
panies, electric equipment manufacturers, 
etc., and by agricultural extension services 
of colleges. Subjects covered by the hand- 
book include sprinkler irrigation systems, 
underfloor electric heating cable, heating 
cable to prevent pipes from freezing, elec- 
tric equipment for the farm shop, electric 
dairy equipment, electric brooking, egg 
cooling and storage. Each section outlines 
the principal advantages ef the electric 
equipment discussed and gives data on size 
of equipment needed for the various uses, 
capacities, operating costs, installation 
costs, initial investment costs, and average 
kilowatt-hour use. 

Many useful tables are also included. 
One shows estimated kilowatt-hours by 
various items of farm electric equipment, 
ranging from corn shellers to water 
pumps, from cream separators to venti- 
lating equipment. Also there are tables 
showing various wire sizes for indoor and 
outdoor use, resistance and weight of elec- 


trical conductors, and wire-carrying ca- 
pacities. 

The handbook is 44 x 74, is in loose-leaf 
form, contained in a sturdy, semiflexible 
binder with gold printing. Amendments 
and additions to the handbook will be 
issued by EEI from time to time. Obtain- 
able from sales division of Edision Elec- 
tric Institute, 750 Third avenue, New 
York 17, New York. Ask for “Farm Elec- 
tric Sales Handbook.” Price 3.50, plus 
postage. 


“RAILROAD TRANSPORTATION AND PUBLIC 


Po.ticy” by James C. Nelson, professor 
at Washington State University, takes a 
long, hard look at the Interstate Com- 
merce Commission and the railroad indus- 
try. 

— Nelson, agreeing with pre- 
vious investigators, recommends drastically 
lessened regulation, greater latitude to the 
railroads in dropping unprofitable serv- 
ices, and reduced favoritism and subsidi- 
zation of nonrailroad forms of transporta- 
tion. Published by Brookings Institution, 
Washington, D, C. Price $7.50, 512 pp. 
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The March of 
Events 


Record Gas Income 

mN all-time high of $692 million was 

reported as net income by the gas 
utility and pipeline industry for 1958. 
This figure is a gain of 6.8 per cent from 
the $648 million recorded in 1957. The 
operating income from all sources went 
up to $7.1 billion, a 10.8 per cent increase 
over 1957. Utility operating income was 
$922 million, which was up 9.5 per cent. 
Net plant increased in value from $13.2 
billion in 1957 to $14.2 billion in 1958. 

Rate of return for the industry went 
up to 6.5 per cent from the 6.3 per cent 
of a year earlier. And gas industry rev- 
enues from sales to ultimate consumers 
increased 10.5 per cent above 1957 level, 
totaling $4.2 billion and establishing a new 
all-time high. 

The industry served an average of 31.2 
million customers in 1958 which repre- 
sented a gain of .7 million over the num- 
ber served in 1957. 


Rate Hikes Sought 


8 enya companies of the Columbia 
Gas System, Inc., have filed applica- 
tions with the Federal Power Commission 
for rate increases amounting to a total 
of $7,750,000. Two other subsidiaries are 
expected to file increases that will add an 
additional $940,000 to the amount. 

The increases already filed were made 


2 a ae 


by four Columbia companies that serve 
a total of 48 wholesale customers in such 
cities as Washington, D. C., Baltimore, 
Maryland, Richmond, Virginia, Dayton, 
Cincinnati, and Portsmouth, Ohio. The 
reason given for the rate applications was 
that United Fuel Gas Company, chief 
supplier of gas to system companies, had 
experienced or will experience increases 
of $13,950,000 in its gas purchased and 
procurement costs. The companies stated 
that these higher costs plus about $700,- 
000 of their own increased operating 
costs, must be offset primarily through 
higher rates, 


Cuba Gets Tough with 
Oil Companies 

bps Cuban government has seized 

United States and other foreign oil 
exploration companies’ files and sealed 
them. Purported reason was the drafting 
of a new petroleum law. Also, Castro 
officials said they wanted authentic in- 
formation on the exploration of Cuban 
oil. 

Cuban agrarian agents also have seized 
75,000 acres of U. S.-controlled land. 
Nearly 10,000 acres on which Beth- 
lehem Steel Corporation held mineral 
rights were seized, as were 35,000 acres 
controlled by Compania Phillips, a sub- 
sidiary of Phillips Petroleum Company. 
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Another 30,000 acres whose mineral con- 
cessions were held by the Cuban Develop- 
ment Company, a U. S.-financed oil ex- 
ploration concern, also were expropriated. 
It is thought that the Castro régime will 
impose a 25 per cent tax on all mineral 
exports, which will cause most foreign 
development companies to cease opera- 
tions. 


Abundant Gas from Shale Oil 


a deposits are vast enough to as- 
sure that the United States would not 
be short of natural gas or oil for many 
generations to come. Russell J. Cameron, 
international oil consultant, so testified to 
a congressional Joint Economic Commit- 


tee which is seeking information on the 
nation’s long-range energy picture. Cam- 
eron said shale oil reserves in the U. S. 
are estimated to be two trillion barrels 
and world reserves four trillion. The 
Colorado shale resources alone, he de- 
clared, would produce 6,000 trillion cubic 
feet of natural gas. (Petroleum natural 
gas reserves were estimated as of January 
1, 1959, at 254 trillion cubic feet. ) 
Production of shale oil from high-yield, 
easy to get at ore, is perfectly feasible now 
and would be economically competitive 
with petroleum, the oil expert told the 
committee. It can be produced and sold 
profitably for a wellhead price of no 
more than $2.50 a barrel, he reported. 


California 


LA’s Electric Rates Up 


a ordinance has been approved by 
the Los Angeles council which per- 
mits the city’s electric plant to raise its 
rates on an average of 8.9 per cent. The 
rate boost was recommended by the city’s 
administrative officer and the Board of 
Water and Power Commissioners. The 
new rates are expected to add between $9 
million and $10 million additional income 
yearly to departmental revenues. 

The average home owner will be affected 
to the tune of between 26 cents and 41 
cents a month, it was estimated. 


Competitive Nuclear Plant 
HE Pacific Gas and Electric Company 
has applied to the state public utilities 

commission for permission to build an 
atomic power plant. Estimated to cost 
about $20 million, the proposed nuclear 
plant would be erected near the company’s 


gas and oil fuel Humboldt Bay power 
plant at Buhne point, three miles south of 
Eureka. 

Spokesman for Pacific Gas and Electric 
predicted that with the second loading of 
atomic fuel, the atomic plant would be ex- 
pected to generate electricity at a cost com- 
petitive with power made from conven- 
tional sources. This would take place in 
about 1965 or 1966. The commission was 
also told that the company would finance 
the new plant without subsidies. 

It would be a single-cycle, boiling-water 
type, similar in design to the Vallecitos 
atomic power plant near Pleasanton, Cali- 
fornia, and would have an expected capac- 
ity of 60,000 kilowatts at the outset. Gen- 
eral Electric has a contract to manufacture 
the reactor, fuel, and related electrical 
equipment. Bechtel Corporation of San 
Francisco would be the prime contractor. 
Completion would be scheduled for 1962. 


Colorado 


Taxation Inequities 
i new public utilities in Colorado are 
generally being assessed at higher 
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value levels than real estate and other 
property. So reported two consultants for 
a Colorado state legislative council. In- 
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equities of taxation among the individual 
utility companies and unfair distribution 
of utility taxes to individual counties and 
other taxing units were listed. 

The report said the utilities are being 
valued for taxation at 37.5 per cent by the 
Colorado State Tax Commission, com- 
pared with an average valuation of 27 per 
cent for property handled by local asses- 
sors. 

Colorado railroads are being valued, 
for taxation, at nearly 15 per cent higher 


than they would recommend ; electric com- 
panies, about 4 per cent higher; gas com- 
panies about 5 per cent higher. 

It was noted, however, that Western 
Union Telegraph Company properties 
are being valued for taxation at nearly 
40 per cent less than the report authors 
would recommend; telephone companies, 
3.5 per cent less; and gas pipeline compa- 
nies, 6.5 per cent less. The report recom- 
mended tax assessment for utilities based 
on reproduction cost less depreciation. 


Georgia 


Army Requests Two Dams 
Moa huge dams on the Savannah river 


in Georgia have been recommended 
for construction by the Corps of Army En- 
gineers. One dam would be located at Car- 
ter’s Island, 11 miles east of Elberton, and 
would ultimately cost some $53,171,000. 
The second would be built on Goat Island, 
15 miles southeast of Elberton and would 
cost $26,511,000. 

These recommendations on the part of 
the Army Engineers are the result of a 
study authorized by Congress in 1958. It 
was to determine the next logical steps in 
the comprehensive development of the 
Savannah river basin. 

The 150-foot fall in the river between 
Hartwell and Clark Hill will be utilized 
to develop hydroelectric power. The elec- 
tric power potential for Carter’s Island 
is estimated to be 199,800 kilowatts and 
the Goat Island dam is expected to develop 


62,500 kilowatts. An original (1944) 
study called for dams at Middleton Shoals 
and Goat Island, after completion of the 
Clark Hill and Hartwell dam projects. 


Rate Increase OK’d 


. application of the Atlanta Gas 
Light Company to raise its gas rates 
by $5,212,654 annually has been granted 
by the state public service commission. The 
commission allowed the boost so that the 
company could pass on to consumers a 
tentative increase put into effect by At- 
lanta’s pipeline suppliers. 

However, the commission deferred ac- 
tion on the company’s bid to raise rates 
an additional $3,378,528 a year. The com- 
pany contends it needs this additional 
money to earn a “fair return” on its in- 
vestment. The commission said it would 
look into this second request in the near 
future. 


Kentucky 


Power Plant Vote 
Attacked 


F  beericn favoring a municipally owned 
electric power plant has been at- 
tacked in Princeton, Kentucky, with a 
suit instigated by five Kentucky Utilities 
Company employees. The suit contends 


that the election should be declared invalid 
and of no effect. 

The reasons given for asking to have 
the election results set aside were that (1) 
part of Kentucky Utilities’ facilities, the 
substation, is outside the city limits, beyond 
city jurisdiction; (2) the facilities also 
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serve noncity customers and they account 
for a substantial portion of the company’s 
volume; (3) notice of election was inac- 
curate and misleading in that it referred 
only to KU’s properties in the city. Also, 
it was published only once, not twice, as 


required by law. 
New 
Revised Tariffs Ordered 


EVISED tariffs have been ordered for the 

New Jersey Power & Light Company 

and Jersey Central Power & Light Com- 

pany by the New Jersey commission that 

will reduce demand charges for electricity, 
effective January Ist. 

Demand charges are levied on utility 
customers using kilowatts of electricity in 
excess of an allowance established by the 
company. 

Under existing rates, users are charged 


The utility workers who filed the suit 
did so as individuals and taxpayers, ac- 
cording to reports. In the balloting on the 
question of whether the city should be 
given permission to acquire Kentucky 
Utilities, the vote was 1,103 yeas and 868 
nays. 


Jersey 


an extra $1.50 per kilowatt above 7.5 
kilowatts a month. The reduced rates do 
not apply the extra charge until consump- 
tion reaches above 10 kilowatts. 

It was estimated by the companies that 
the revised rates would reduce the number 
of customers subject to the demand 
charges from 1,852 to 711 a month, effect- 
ing a reduction of $39,500 a year. The 
companies stated that the extra charges 
were needed to maintain peak demand 
generating facilities. 


New York 


Denied Rate Rise 


HE Consolidated Edison Company has 

been refused a big user 10 per cent 
increase in electric rates “at this time” by 
the New York Public Service Commission. 
The proposed boost would have brought 
the utility $8,058,000 a year more in 
revenues. The request for the hike in rates 
was made while the commission was con- 
sidering a group of the company’s appli- 
cations that would result in a total annual 
revenue increase of $16.6 million initially 
and more later. 

It was back in September that the state 
commission launched a full investigation 
of Consolidated Edison’s rate structure. 
It appears the commission will decline to 
act until this investigation is completed. 

Pending the outcome of this rate study 
by the commission, Consolidated Edison 
asked for an immediate increase for users 
consuming more than 30,000 kilowatt- 
hours.a month. The company also has three 
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other requests before the commission. 
They are: (1) A 1 per cent increase in 
They are: (1) A one per cent increase in 
pensate for the city’s tax increase on 
utilities. This would bring in $3.7 million 
a year. (2) An adjustment of the billing 
period so that each bimonthly bill repre- 
sents a charge for two 30-day periods. 
(3) Gradual end to the conjunctionat bill- 
ing system whereby larger users, such as 
certain housing projects and hospitals, pay 
lower rates. In the first year, Con Ed 
would thus gain $2.8 million and could 
climb eventually to $9 million. 

Commissioner Francis P. Mylott re- 
cently announced that all five members of 
the state commission met in October and 
decided to hold the line on electric rates. 

The last important increase came in 
June, when the basic monthly charge of 
$1 went up to $1.25 for the utility’s 2.8 
million customers in New York city and 
Westchester. 
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Trends and Topics 


Who Should Bear Conversion Expense When Type of 
Service Is Changed 


Pe companies converting from manufactured gas to natural gas make 
necessary adjustments to customers’ appliances. Electric companies make 
adjustments when there.is a change from direct to alternating current. A few 
reported cases deal with the extent of company and customer responsibility. A 
somewhat different situation is presented when a utility abandons service and 
customers turn to another source of supply. The Oklahoma commission, in an 
early case, refused to grant the application of Grand River Gas Company to 
abandon its plant because of the failure of a supply of gas, except on condition 
that the company refund to consumers money expended in procuring piping, 
fixtures, etc., for using the gas (PUR1917C 1032). A similar question arose 
recently when the Wisconsin commission permitted abandonment of gas service 
in the city of Ashland (30 PUR3d 129). 


Company Required to Pay Conversion Costs 


The Wisconsin commission approved abandonment of gas service because 
of a great decrease in the number of customers supplied with gas and a resulting 
operation at a loss. The commission said that the company should remove 
utility equipment from the premises and that the service pipes into customers’ 
premises should be capped at the building wall or removed. The commission 
went further and ruled that if abandonment was permitted, the customers 
should be given their choice of bottled gas, electric service, or other fuel. 

Provision was made in the order that for those customers who chose to 
change to bottled gas the utility shall pay the cost of conversion of utilization 
equipment to bottled gas operation and pay or install the bottled gas piping on 
the customers’ premises. For those customers who chose to change to electric 
utilization equipment, the utility is required to pay for the enlargement of, and 
new wiring and installation of, electric equipment, and it is also required to pay 
the customer the remaining value of existing utilization equipment. 

The commission said that if oil or other fuel is substituted, the present 
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utilization equipment will be of no value. It said that in other cases involving 
changes in types of service it had passed upon similar adjustments of the cus- 
tomer conversion expense. Reference was made to the decision in the Janesville 
Electric Company case (PUR1916C 400). The commission said that its order 
followed the plan of adjustment of expense there set forth. 

The commission, in the Janesville case, had ruled that when direct current 
motor equipment was made useless by the substitution of alternating current 
service, which reduced operating expenses but gave customers no benefit, the 
consumer should lose the amount of depreciation on direct current equipment 
and the utility should stand the cost of making the change and either purchase 
the equipment at its present value or pay the difference between such value 
and the secondhand value. 


Illinois Rulings on Conversion Cost 


The Illinois commission, in an early case, held that a utility, upon changing 
from direct to alternating current, should pay the consumers the full present 
value of their electrical equipment made useless by this change (PUR1917F 
797). In another case the same commission, upon authorizing a change from 
direct to alternating current, ordered the Central Illinois Public Service Com- 
pany to exchange all lamps, flatirons, and fans owned by the consumers and 
rendered useless by the change, free of charge, and to offer to consumers having 
other equipment not applicable for alternating current service an exchange 


proposition determined in accordance with a prescribed rule (PUR1919E 570). 

But in a later case the commission ruled that when Commonwealth Edison 
Company lawfully refused to furnish direct current service to premises which 
had been acquired by a new owner, it was not obliged to compensate the new 
occupant for any loss of value of equipment designed for direct current 
use which the latter acquired with the premises from the former occupant 
(PUR1932C 459). 


Limitations on Customer Claims 


The Missouri commission decided that the expense of converting equipment 
owned by direct current customers, when Union Electric Company changed 
to alternating current, should not be borne entirely by the utility. The equip- 
ment was approaching the end of its useful service life and conversion could 
be equitably completed as long as the consumer recovered in replaced equipment 
the full value of remaining service life of the old equipment. The commission did 
not think it necessary to prescribe a formula for the allocation of the cost of 
conversion between the utility and the customer. So long as the customer had 
recovered in replaced equipment the full value of the remaining service life of 
old equipment, no unfairness resulted (90 PUR NS 194). 

The Arkansas commission decided that any expense in converting equipment 
owned by a group of direct current customers of Citizens Electric Company 
should be borne by those customers rather than the utility, when, by reason of 
discontinuance of street railway service, it became impractical to continue 
direct current service. The company, though not attaching additional direct 
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current customers for many years, had made an attempt to eliminate such 
service by the normal turnover in customers, The equipment of the customers, 
while having been well maintained, was approaching and close to the end of 
its useful service life (26 PUR NS 439). 


Judicial and Commission Views in New York 


A consumer, according to a decision by a New York court, was not entitled 
to recover damages for the cost of converting machinery and appliances from 
direct to alternating current where the commission had decided that only 
alternating current need be supplied an area after a certain date and the utility 
had terminated direct current service after such date (84 PUR NS 527). 

The New York commission dismissed a complaint against Brooklyn Edison 
Company when it was changing from direct to alternating current. The utility 
had offered to contribute a reasonable sum towards the purchase of a new radio, 
or to substitute a different model radio set operating on alternating current, 
or finally to award a reasonable cash sum as damages in changing over the 
receiving set. The customer complained that a radio substituted by the com- 
pany did not give the satisfaction formerly enjoyed (PUR1932A 225). 

The commission, in another case involving the changeover by Brooklyn 
Edison, stated the rule that an electric company which assumes the responsi- 
bility of replacing or rewiring consumers’ electric equipment upon a change- 
over from direct to alternating current cannot refuse to make such change 
on the ground that a customer does not own and use certain appliances unless 
satisfactory evidence is produced on the question of ownership and use, not- 
withstanding the fact that the customer has not permitted inspection of his 
appliances at all times and has not responded to the company’s methods and 
practices in reporting his equipment (PUR1932A 337). 


































Review of Current Cases 


Remand to Commission on Question of Partial 
Allowance for Future Construction 
_— speculation is not a good sub- company had requested that 1960 and 
stitute for appropriate findings and 1961 construction also be included. 
conclusions, the appellate division of the 
New Jersey superior court said in remand- 







Capital Costs Factor 








ing a water rate case with directions to Citing Nichols on “Rate of Return,” 
specify the basis for limiting an allowance the court agreed that the rate of returr 
for planned construction. The commis- must be fixed with regard to the necessity 
sion, granting additional revenues to pro- to expand, extend, improve, and modern- 
duce a 6 per cent return on a fair value ize facilities so as to render adequate and 
rate base, had included investments not to economical service, and, therefore, the 






be made until 1958 and 1959 in the rate need to attract capital. Revenue should be 
base applicable to the test year 1957. The sufficient to defray capital costs, including 
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interest on debt and dividends on stock. 
The return to the equity owner should be 
commensurate with the return realizable 
on investments in other enterprises having 
corresponding risk. 


Future Construction 


The court pointed to the New Jersey 
Bell Telephone case (29 PUR3d 87), 
where it was held not to be necessarily 
erroneous to include in the rate base for a 
test year the average increase in invest- 
ment for the following year without tak- 
ing into account projections of earnings 
and expenses for the following year. It is 
sufficient if there is a rational and reason- 
able relationship between the expanded 
rate base and the objective of a fair re- 
turn. 

The Bell case principle, said the court, 
had validity and relevance entirely apart 
from considerations of inflation or attri- 
tion. While the commission findings sup- 
ported inclusion of the value of prospec- 
tive construction, the commission had not 
undertaken to expiain the disallowance of 
the amounts programed for completion 
in 1960 and 1961. 


Depreciated Reproduction Cost 


The company had asserted that the com- 
mission erred in refusing to give weight 
to depreciated reproduction cost. The 
court answered that the commission must 
fix the rate base at the fair value of prop- 
erty used and useful at the time of its em- 
ployment. The commission reaches this 
determination by reviewing the plant as an 
integral and unitary whole. 


The commission is not bound to any 
particular formula or combination of 
formulae. The determination must, how- 
ever, be bottomed upon substantial, com- 
petent, and relevant evidence. Reproduc- 
tion cost is one guide but not a measure. 
The commission may, but is not bound to, 
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adhere to a net investment formula. Its 
determination of fair value and its de- 
cision on the nonapplicability of de- 
preciated reproduction cost, if properly 
founded in the evidence, was beyond 
judicial interference. 


Valuation of Real Estate 


The company had also argued that real 
estate had not been valued at fair market 
value. The company’s evidence had been 
based upon the best and highest use pos- 
sible for the land at its situs. No allowance 
had been made in the appraisals for the 
cost of restoring the land to a condition 
where it could be so used. 


The commission had rejected this testi- 
mony in favor of a valuation based upon 
the actual use of the land. The court could 
not say, in view of the factors involved, 
that the commission erred in rejecting this 
testimony and in adopting a net investment 
approach. 


Profit from Sale 


The company asserted that the commis- 
sion had erred in deducting a profit from 
the 1931 sale of a portion of its distribu- 
tion system from earned surplus and 
crediting that amount to the depreciation 
reserve account. The commission had 
made the same adjustment in the com- 
pany’s 1954 and 1957 rate cases, pointed 
out the court, and the company was ap- 
parently satisfied with the correctness of 
this procedure. The adjustment was made 
to conform the company accounts to the 
commission’s Uniform System of Ac- 
counts for water utilities. 


The rules applicable to the construction 
of statutes are, in general, applicable to 
the construction of rules or regulations 
promulgated by an administrative agency, 
the court said. It is the intention with 
which the rule or regulation was adopted 
that is controlling. A long period of con- 














sistent construction by an administrative 
agency is entitled to great weight. Courts 
are not wont to overturn the construction 
given to its own rules and regulations by 
an administrative body. The court could 
find no error in the adjustment. 


Rate Case Expense 


The same reasoning was applicable to 
the commission’s refusal to include as an 
operating expense the amortized expenses 
of prior rate cases. The commission had 
held that only the cost of the current rate 
case could be considered. Since the com- 
mission had consistently followed this rule, 
the court was not able to say that it was 
unreasonable. 


Normalization of Income Taxes 


The company had adopted the declining- 
balance method of calculating depreciation 
in accordance with § 167 of the Internal 
Revenue Code of 1954. This permitted the 
company to depreciate two-thirds of the 


i ew New Jersey appellate division of 
the superior court has held that the 
commission was not in error when it com- 
puted federal income taxes paid by a par- 
ent water company as if the full annual 
payment due an out-of-state subsidiary 
for the use of a reservoir had been in- 
cluded in operating expenses, notwith- 
standing that a portion of such payment 
had been disallowed. However, the case 
was remanded to the commission for fur- 
ther findings and reasons for the commis- 
sion’s conclusion that only a portion of 
the parent’s payment to the subsidiary 
should be allowed. The decision and order 
were not sufficiently clear to enable the 
court to determine the commission’s rea- 
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Disallowed Expense Properly Considered in 
Rate Case Tax Allowance 






cost of the asset during the first half of 
its useful life. 

The use of the declining-balance meth- 
od, pointed out the court, permits the util- 
ity to charge, for income tax purposes, a 
larger sum against operating income dur- 
ing the early years of the useful life period 
of the property than during the remaining 
period. The company had requested that 
the difference between taxes actually paid 
in the test year and those which would 
have been paid if the straight-line method 
of calculating depreciation had been 
adopted be allowed as an operating ex- 
pense to offset the heavier tax burden dur- 
ing the latter portion of the useful life of 
these assets. The refusal of the commis- 
sion to do so, held the court, accorded 
with the practice adopted in other cases 
where depreciation was calculated by the 
declining-balance method. The court could 
not say that the action was unreasonable 
for rate case purposes. Re Plainfield- 
Union Water Co. 154 A2d 201. 






soning with respect to the disallowance. 

The contract between the parent and the 
subsidiary provided that the parent would 
pay a minimum of 55.6 per cent and a 
maximum of 95 per cent of the total op- 
erating costs of the reservoir for any year. 
The specific charge depended upon the 
ratio of the amount of water diverted by 
the subsidiary to the available yield, sub- 
ject to the percentage of 55.6 per cent. In 
1957, when the subsidiary had used no 
water from the reservoir, the parent had 
paid 95 per cent of the cost. The commis- 
sion, however, had allowed only 55.6 per 
cent, stating that under normal and usual 
operations the allocation to the parent 
would be in that amount. 
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Intangible Benefits Weighed 


The development of any formula, like 
the one in this case which made the per- 
centage of cost dependent upon the per- 
centage of water actually drawn from the 
reservoir by the respective utilities, must 
include the weighing of intangible bene- 
fits, said the court. The conclusion must 
be based upon expert knowledge and opin- 
ion, particularly where it requires the as- 
certainment of the respective benefits 
enjoyed by New Jersey and New York 
consumers. 

It might well be, continued the court, 
that great respect should be paid to the 
expertise of the commission. However, the 
difficulty with which the court was con- 
fronted was the absence of a reasoned con- 
clusion. 


Added Income Tax 


Since the commission had denied cer- 
tain operating expenses for rate-making 


purposes, it was contended that the com- 
pany would be charged with added income 
tax expense, and that the commission 
should have considered such a possibility 
in computing the return. An adjustment 
had been denied because the two utilities 
filed a consolidated income tax return, and 
the commission felt that the intercompany 
transaction would “wash out,” since the in- 
come of one would be offset by the expense 
of the other. 

The court held that, while the commis- 
sion’s conclusion with respect to computa- 
tion of the taxes was correct, its reasoning 
was fallacious. Both companies are regu- 
lated utilities having separate customers 
in separate states. Each is subject to regu- 
lation by the appropriate board of the 
state within which it is functioning. 
Therefore, the two companies should be 
treated as separate entities for rate-mak- 
ing purposes. It was true that the con- 
solidated income tax liability of the two 
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companies would not be changed by a re- 
duced intercompany payment on account 
of the reservoir. But it was not true that 
the income tax liability of the parent as a 
separate and distinct entity—which should 
be the only liability relevant in a case in- 
volving the parent’s rates—would not be 
changed. 

However, the commission’s disallow- 
ance for rate-making purposes of the 
credits taken by the parent for the expense 
of the reservoir did not abrogate the terms 
of the intercompany contract. The parent 
continued to be liable for the payments 
called for under the agreement. It was, 
therefore, entitled to claim full credit for 
the expense for federal income tax pur- 
poses. In reality, there would be no change 
in the allocation of the reservoir expenses 
(except for rate-making purposes), and 
thus there would be no change in the fed- 
eral income taxes paid as a result of the 
commission’s adjustment for rate-making 
purposes. The commission’s allowance of 
income taxes was, therefore, correct. Its 
calculation was based upon the actual al- 
location of expenses between the two com- 
panies for the year 1957. 


Inclusion of Future Construction 


Rate counsel objected to the inclusion 
in the rate base of any 1958 capital ex- 
penses, since the test period had been based 
upon the year 1957. The court cited the 
Bell Telephone case (29 PUR3d 87), 
wherein it was held that the commission’s 
determination to calculate fair value by 
reaching outside of the test years and in- 
cluding 1958 average increases in net in- 
vestment was not erroneous as a matter of 
law. The court stated that its reading of 
the Bell case led it to conclude that the list 
of problems sought to be remedied by the 
commission was not exclusively limited to 
those of attrition and inflation, but could 
include any situation to which recognition 
should be given. 
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In the light of the commission’s expert 
finding that a major portion of the 1958 
improvements were nonincome-produc- 
ing, it was reasonable that a portion of 
such capital expenses, not to exceed the 
amount to be expended for nonincome- 
producing improvements, should be in- 
cluded in the rate base. 


The same reasoning was applicable, said 
the court, to the commission’s inclusion of 
1958 wage increases as an item of op- 
erating revenue deduction. 
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Normalization of Income Taxes 


The commission had permitted normali- 
zation of income taxes for accelerated 
amortization deductions taken by the 
company pursuant to § 168 of the Internal 
Revenue Code of 1954. The court refused 
to disturb the commission’s action, stating 
that such a situation is clearly one in which 
deference must be accorded to the judg- 
ment of those trained in the field of public 
utility regulation. Re Hackensack Water 
Co. 154 A2d 212. 


Deviation from NARUC Separations Formula Attacked 


o Rew Oregon circuit court reversed an 
order of the Oregon commissioner 
granting The Pacific Telephone and Tele- 
graph Company rate increases which were 
less than those requested by the company. 
The court held that the separations ad- 
justments made by the commissioner were 
not supported by competent probative 
evidence and were, therefore, arbitary and 
illegal, resulting in a confiscatory rate of 
return. The company’s appeal was re- 
stricted to the sole issue of apportioning 
property and expenses between interstate 
and intrastate services. 

The record disclosed that there was a 
serious disparity between intrastate and 
interstate toll rates for comparable dis- 
tances. Commissioner Hill blamed this dis- 
parity upon the allocation process and at- 
tempted to decrease the disparities in his 
separations adjustments. The effect of this 
was to increase interstate toll rates. The 
court held that while this was a laudable 
purpose, it exceeded the commissioner’s 
authority since he has no jurisdiction over 
interstate rates. 

The company relied upon the NARUC 
Separations Manual in separating prop- 
erty, revenues, and expenses between 
intrastate and interstate operations. The 
purpose of this manual was to achieve a 


nation-wide uniform system of separa- 
tions so that both the public and the com- 
pany might be treated with fairness and 
consistency. The court said that if there 
were no uniform system, property would 
either be allocated to both services or to 
neither. If allocated to both, the public 
would, because of the duplication, be 
penalized by paying higher rates for both 
intrastate and interstate services, and if 
allocated to neither service, property of the 
utility would not be recognized by either 
state or federal authorities. It said that the 
latter was a clear example of confiscation. 


Limitations on Separations Adjustments 


The court said that it is not necessary 
for the commissioner to be strictly limited 
to the procedures set forth in the Separa- 
tions Manual but that if he does depart 
from them, he must do so upon the basis 
of the record submitted to him and that 
record must contain competent probative 
evidence supporting his decision. 

The commissioner made an adjustment 
as to exchange plant by weighting by three 
each minute of interstate use. This con- 
stituted a departure from the Separations 
Manual. The commissioner’s adjustments 
were made primarily on the basis of the 
testimony of Curtis M. Bushnell, an ac- 
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knowledged expert in this field. Examina- 
tion of Witness Bushnell’s tesimony dis- 
closed, however, that the weighting factor 
of three was his own studied judgment. 
He urged its use on the ground that it 
would tend to eliminate the disparity be- 
tween intrastate and interstate rates. His 
testimony revealed that a weight factor as 
high as six might be justified. 

The court concluded that the weighted 
factor of three should be rejected because 
it resulted in a separation that was based 
not on actual use but upon weighted use. 
Furthermore, it believed that the figure of 
three was an arbitrary one and was not 
supported by proper probative evidence. It 
was merely a device used to accomplish 
the desired end result. 


Message-mile-minute Plan 
The commissioner’s adjustments per- 
taining to toll lines substituted the mes- 
sage-mile-minute plan for the modified 


Phoenix plan of the NARUC Manual. 
The effect of this plan was to use the 
average investment of the American 
Telephone and Telegraph Company and 
associated companies in toll line plant 
throughout the country rather than the 
actual investment of the Pacific Company 
in toll line plants in Oregon. This resulted 
in a dilution of the company’s actual Ore- 
gon investment. Use of the message-mile- 
minute plan thus ignored the actual invest- 
ment of the Pacific Company in Oregon, 
resulting in confiscation of the company’s 
property. The court noted that Mr. Bush- 
nell’s theories and opinions have been con- 
sistently rejected by various state regula- 
tory agencies before which he has recently 
appeared (25 PUR3d 18; 16 PUR3d 
207). In conclusion the court stated that 
the company might prepare a proper order 
for its signature. Pacific Teleph. & 
Teleg. Co. v. Hill, No. 47022, October 9, 
1959. 


Acquisition Adjustments Amortized in Gas Rate Case 


HE Colorado commission denied 

Plateau Natural Gas Company’s ap- 
plication for a rate increase when it found, 
after making certain adjustments, that the 
company was receiving a return of 7.1 per 
cent under existing rates. The company 
was allowed to change the monthly mini- 
mum rate from $1.50 to $2 for one of its 
service divisions. That rate, however, was 
so designed that unless the customer was 
a minimum user he would not receive an 
increase in the cost of gas. 

The company had acquired, by pur- 
chase, assets of certain gas companies in 
the state and these purchases had been ap- 
proved by the commission. A question was 
raised as to the treatment of the company’s 
acquisition adjustments for rate-making 
purposes. An acquisition adjustment was 
defined as the difference between the net 


DECEMBER 3, 1959 


original cost as shown on the company’s 
books and the purchase price paid for the 
property. The company treated this ac- 
quisition adjustment as part of its op- 
erating expenses and amortized it over a 
15-year period. The commission adopted 
a 30-year amortization period and per- 
mitted the acquisition adjustment to be 
amortized as an expense. 


Governing Factors 


The commission said that no hard and 
fast rule should be imposed with respect 
to the treatment of such adjustments for 
rate-making purposes. Rather, it said, each 
case should stand on the record. The com- 
mission mentioned that it is highly pos- 
sible that any excess cost paid for the ac- 
quisition of a utility over and above the 
net original cost represents strategic or 
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pre-emptive value, based upon the antici- 
pation of increased earning power or, in 
other words, a speculation. Or, it said, for 
reasons best known to management, the 
acquisition of a plant may be desirable, in 
view of the acquiring utility’s properties. 
In such instances it would be reluctant to 
allow an acquisition adjustment for rate- 
making purposes. 

On the other hand, the commission said, 
an excess price over net original cost may 
be paid by an acquiring utility which will 
have the effect of higher quality, more en- 
during service, at lower cost to the con- 
sumer. 

At any rate, the property transfers 
must be approved by the commission. The 
commission may scrutinize the possibili- 
ties of public benefit, where an excess over 
original cost is paid by the acquiring com- 
pany. 

The commission said that where it has 
determined that benefit does accrue to the 
public by virtue of the acquisition it may 
properly consider an acquisition adjust- 
ment in relation to public benefit. In other 
words, it considered it to be its duty to 


e 


balance the equities between the public 
benefit and the amortization of the excess 
purchase price. In the present case, there 
was no evidence of disadvantage to the 
public by virtue of the acquisition. There- 
fore, it allowed the adjustment on an 
amortized basis. 


Amortization Period 


In adopting the 30-year period rather 
than the 15-year period as proposed by the 
company, the commission pointed out that 
it had already adopted a composite rate of 
depreciation of 3.6 per cent. This, it said, 
would amount to approximately a 28-year 
life based on a straight-line depreciation. 
The company had already amortized two 
years of acquisition adjustment. This 
would leave, on the basis of a 30-year 
write-off, twenty-eight more years. The 
commission concluded that the 30-year 
period tied the amortization of the ac- 
quisition adjustment in with the life of the 
property rather than some arbitrary period 
selected at random. Re Plateau Nat. Gas 
Co. Application No. 16289, Decision No. 
53073, September 24, 1959. 


Property Transfer Price Based on Current Cost 
Considered Excessive 


HE New York commission withheld 

approval of a proposed transfer of a 
small amount of property from one tele- 
phone company to another. The proposal 
was in accordance with the general prin- 
ciple, enunciated by the commission in an 
earlier case (64 PUR NS 65), that each 
telephone company should own all tele- 
phone plant used in its territory. 

The agreed sale price was based on es- 
timated current cost less estimated de- 
preciation and was nearly 60 per cent in 
excess of depreciated book cost. The ques- 
tion was, therefore, presented whether the 


commission should approve the transfer 
of property which would continue to be 
devoted to telephone service “when the 
proposed price—a composite of estimates 
upon estimates—is grossly in excess of the 
property’s original cost and the trans- 
feror’s book value.” 

The commission decided that the public 
interest did not warrant the transfer at the 
proposed price. It delayed issuing an order, 
however, in order to permit the parties to 
modify the proposed contract. Re New 
York Teleph. Co. Case No. 19794, Octo- 
ber 21, 1959. 
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Fees Allowed in Holding Company Reorganization 
Proceeding 


HE Securities and Exchange Com- 

mission allowed in part and denied in 
part various applications for further al- 
lowances of fees and expenses in a pro- 
ceeding involving reorganization of The 
United Corporation. The reorganization 
plan, which has been consummated, trans- 
formed United from a holding company 
into an investment company. 

The commission had previously al- 
lowed fees and expenses in the proceed- 
ings up to September, 1954. The district 
court had approved and enforced the al- 
lowances granted. Appeals had been taken 
to the court of appeals, and that court had 
approved some allowances and increased 
others. 


Statutory Standards 


The commission pointed out that fees 
and expenses may be allowed for services 
which have contributed to a holding com- 
pany reorganization plan ultimately ap- 
proved or to the defeat of a proposed plan 
found to be unsatisfactory or which have 
otherwise directly and materially con- 
tributed to the development of the pro- 
ceedings with respect to the plan. The 
principal object of such allowances is to 
insure adequate representation of the in- 
terests of the classes of security holders 
affected. Accordingly, support of a rea- 
sonable position, even though unsuccess- 
ful, may be viewed as contributing to the 
development of the proceedings. Lack of 
success is, however, a relevant factor in 
determining the amount of compensation 
to be awarded. 


Compensable Services 


Certain applications were denied with- 
out prejudice to their renewal where the 
applicants failed to show what services 
covered by the applications included activi- 
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ties in support of their own applications 
in the prior fee proceedings. The commis- 
sion said that a fee claimant is not en- 
titled to compensation for preparing and 
presenting his own request for an allow- 
ance to the commission and district court. 
But this principle was held not to apply to 
services and expenses in connection with 
the successful defense, on appeal by others, 
of an award made to an applicant by the 
fee tribunals. To the extent that an ap- 
plicant’s request relates to services of that 
nature, it is entitled to favorable consider- 
ation. 

Randolph Phillips, a common stock- 
holder, and his attorney were allowed fees 
and expenses in connection with the suc- 
cessful appeal which they had taken to the 
court of appeals to increase the compensa- 
tion awarded them by the commission and 
the district court in the earlier fee pro- 
ceedings. The commission said that if the 
total amount finally held allowable had 
been awarded him in the first instance, he 
would not have had to resort to the appeal 
and the subsequent procedures to secure 
that amount. To require him to bear the 
full cost incurred in such litigation would 
reduce his net compensation below that 
which he would have received if the com- 
mission had initially awarded him the 
amount to which he was ultimately held 
entitled. 


Fees for Stockholder Representatives 


Attorneys for a committee representing 
holders of the company’s stock option war- 
rants, which were canceled as part of the 
reorganization plan, were awarded only 
part of their requested fees and expenses. 
During the course of litigation this com- 
mittee unsuccessfully presented its conten- 
tions on the plan canceling the option war- 
rants to a district court and two courts of 
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appeal. Twice it unsuccessfully petitioned 
the Supreme Court for certiorari as to the 
merits of the plan. 

The commission believed that the com- 
mittee counsel was entitled to compensa- 
tion for services in the initial hearings be- 
fore the commission despite their lack of 
success. 

However, for their services on ap- 
peal subsequent to the commission order 
approving the plan, and in petitioning the 
Supreme Court for certiorari with respect 
to the merits, the commission believed that 
they were entitled to compensation on a 
more reduced basis. No fees were allowed 
for later litigation in which a jurisdic- 
tional question was raised. 

Subsequent to the close of the commis- 
sion hearings and prior to the order ap- 
proving the plan the Supreme Court, in 
another case (87 PUR NS 349), estab- 
lished the propriety of canceling option 
warrants which were found to have no 
fair investment value even though they 
had a market value reflecting their specula- 
tive features. The commission believed 
that it was clear that under such circum- 
stances there was very little likelihood that 
the committee could succeed in its conten- 


PROGRESS OF REGULATION 





& 


tion that the commission’s findings as to 
the warrants were not supported by sub- 
stantial evidence. 

The commission believed that the policy 
which justifies charging the reorganiza- 
tion estate with the costs of litigation re- 
lating to the merits of the plan was sub- 
stantially satisfied after the committee had 
unsuccessfully presented its contentions to 
the court of appeals and petitioned the Su- 
preme Court for certiorari on the merits. 
The committee had been successful in 
raising a jurisdictional issue before the 
Supreme Court, but this merely enabled it 
to embark on a “second round” of unsuc- 
cessful litigation on the plan. The com- 
mission concluded that it would be unfair 
to the corporation to require it to bear the 
committee’s cost in the latter litigation. 

Chairman Gadsby and Commissioner 
Sargent dissented from that part of the 
commission’s decision relating to the com- 
pensation of representatives of the war- 
rant holders. They would have allowed 
committee representatives compensation 
for activities in the “second round” of liti- 
gation. Re United Corp. File No. 54- 
184, Release No. 14047, September 30, 
1959. 


Removal of Certificate Restrictions Tantamount 
To New Certificate 


— Arkansas supreme court reversed 
a lower court judgment affirming a 
commission order removing restrictions in 
a motor carrier certificate. The court held 
that elimination of the restrictions was 
tantamount to issuing a new certificate, 
necessitating proof of public convenience 
and necessity. Since the applicant involved, 
an assignee of the original certificate 
holder, had failed to introduce sufficient 
proof of public need, the commission’s 
order was said to be arbitrary. 

The court’s conclusion was in accord- 


ance with, and followed, the findings and 
conclusions of one of the dissenting com- 
missioners. 

The protesting motor carriers author- 
ized to serve the territory in question had 
shown that they were ready, willing, and 
able to render the proposed service which 
would result from elimination of the re- 
strictions. 

The utility applicant had contended 
that public convenience and necessity do 
not necessarily mean a need for additional 
service to the public, and urged that the 
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granting of the authority sought would 
result in a more efficient and economical 
operation by it and its parent, a railroad, 
because it would release, to the public, 
boxcars presently required. 

The court did not agree. Any presumed 
advantage that the public might possibly 
receive from the release of the boxcars of 
the applicant’s parent company, it pointed 
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out, and the profit and convenience flow- 
ing to the railroad and to the applicant on 
the one hand, is not sufficient to offset the 
uniform advantage flowing to the public 
in holding down wasteful and detrimental 
competition among natural monopolies. 
Arkansas Motor Freight Line, Inc. et al. 
v. Missouri Pacific Freight Transport Co. 
326 SW2d 820. 


Gas Purchase Contract Must Recognize Commission’s 
Right of Review 


HE Massachusetts Department of 

Public Utilities denied approval of a 
contract proposed by New Bedford Gas & 
Edison Light Company whereby it would 
sell manufactured unscrubbed oil gas to 
a nonutility affiliate which would extract 
chemicals and sell the residual gas back to 
the New Bedford Company. The contract 
would run for a period of twenty years at 
a specified price. 

The commission objected to the failure 
of the contract to recognize by express 
provision the right of the commission to 
review the price in future rate proceed- 
ings. A state statute clearly gives the com- 
mission authority to supervise all dealings 


Award of Gas Certificate to 


fs Rows Pennsylvania superior court af- 
firmed a commission order awarding 
a gas certificate to one of two rival ap- 
plicants. 

The controlling consideration, in choos- 
ing one from among a number of ap- 
plicants, pointed out the court, requires a 
selection of that applicant best fitted to 
carry out the duties imposed by the cer- 
tificate. Consideration should be given 
such matters as experience, fitness, man- 
agerial organization, financial resources, 
and kindred matters. 
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with affiliated companies bearing upon the 
price of gas. In the form submitted, the 
contract left ambiguous the question of 
the commission’s jurisdiction over the 
contract. 

If approval were given, it was pointed 
out, the companies might later contend 
that the commission, because of such ap- 
proval, has no jurisdiction to review the 
contractual terms. It was noted that terms 
which seem to be fair at the present time 
may, as a result of technological or eco- 
nomic changes, become unfair before the 
elapse of twenty years. Re New Bedford 
Gas & Edison Light Co. DPU 12733, 
October 6, 1959. 


Rival Applicant Justified 


The record revealed that the company 
awarded the certificate had presented to 
the commission a complete and sound plan 
to render service to all of the municipali- 
ties applied for. On the other hand, the 
contesting company’s exhibits were in- 
complete as to a number of municipalities. 
For the commission to have reduced the 
territory awarded by the township claimed 
by the protesting company would have 
been a pro tanto reduction in the economic 
feasibility of the entire project, the court 
pointed out. 





PROGRESS OF REGULATION 


A comparison of the financial state- 
ments of the rival applicants revealed that 
the company awarded the certificate had a 
better balanced financial structure, with 
43 per cent equity to 57 per cent debt, and 
had a much better position with respect to 
the excess of current assets against cur- 
rent liabilities. 


e 


The company awarded the certificate 
also had available superior equipment for 
repair and emergency service, such as a 
giant tapping machine, an automatic elec- 
tric power-generating unit, a complete 
radio network, and a telemetering hook- 
up. Pittston Gas Co. v. Pennsylvania Pub. 
Utility Commission et al. 154 A2d 510. 


Date of Certificates Not Controlling As to 
Conflicting Rights 


HE commission must look at condi- 

tions in being at the time of applica- 
tion for a certificate, the Arizona supreme 
court pointed out in upholding a certificate 
order. A lower court judgment reversing 
the commission order was in turn re- 
versed. 

Two limited motor carriers had re- 
quested statewide authority and both ap- 
plications were granted. It appeared, how- 
ever, that the commission’s secretary had 
dated the certificate of the second appli- 
cant, Gibbons, one day earlier than that of 
the first applicant, Maddux. Gibbons there- 
upon urged before the lower court that the 
commission had no right to grant the ap- 
plication filed by Maddux without first 
giving Gibbons an opportunity to provide 
the entire service required by the public. 


Statutory Provisions 


The pertinent statute provides that upon 
application for carrier authority, the com- 
mission should give any carrier then serv- 
ing the territory in question an opportu- 


& 


nity to provide the proposed service. 

At the time Maddux submitted his ap- 
plication for statewide authority, Gibbons 
was not operating under a conflicting cer- 
tificate. He had not yet applied for state- 
wide authority. Nor was he operating 
statewide even at the time the certificates 
were authorized. Consequently, the com- 
mission was not required to allow Gibbons 
an opportunity to furnish the service pro- 
posed by Maddux, the first applicant, even 
though Gibbon’s certificate was dated first. 

The point of view of the commission in: 
a certificate proceeding must necessarily 
be retrospective, the court said. Its de- 
cisions must rest upon the facts existing 
at a time prior to the hearing and order. 
Therefore, said the court, Gibbons, the 
second applicant, could not properly ask 
the lower court to determine a factual 
situation on evidence (i.e., the clerical dat- 
ing of the certificates) that was not before 
the commission when the hearing was held. 
Arizona Corp. Commission et al. v. Gib- 
bons, 344 P2d 167. 


Necessity and Feasibility of Improvements Program and 
Bond Issue Not Proved 


HE Indiana commission denied a 
municipal water plant’s request to is- 
sue revenue bonds and to contract for 
capital improvements where the petitioner 


had not sustained the burden of proving 

the necessity for the improvements and 

the feasibility of the finance program. 
The commission pointed out that, al- 
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though it is not its function to exercise 
managerial control over the operation of a 
utility, it has the responsibility of de- 
termining that a program submitted is 
both necessary and feasible. An item which 
is necessary to one person or one society 
may be totally useless and unnecessary to 
another person or in another society, the 
commission said. A Cadillac automobile 
may be necessary to one person, whereas 
no automobile whatsoever is necessary to 
another. 

Therefore, the commission has to take 
into consideration all possible factors 
bearing on the question. One such factor 
is the opinion of the people directly con- 
cerned, the water users of the town. 


Customer Opinion 


The commission went on to point out 
that adoption of an improvement program 
and consequent bond issues and rate in- 
creases are not popularity contests. The 
outcome is not to be determined by who 
can produce the most witnesses. Neverthe- 
less, the opinion of those directly affected 
concerning the nature and urgency of pro- 
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posed improvements comprises one factor 
to which the commission cannot be ob- 
livious when determining whether a 
given improvement is necessary. 

Somewhat analogous is the question of 
whether the economic condition of certain 
consumers, their ability to pay the pro- 
posed charges, is a proper matter for com- 
mission consideration. The commission 
held that, although such factor cannot be 
weighed in determining the legality of a 
rate per se, the application involved more 
than just rates. The company had pro- 
posed that a $4 per month minimum rate 
be assessed, but the evidence showed that 
a substantial portion of the consumers 
could not pay such a high rate. In such a 
situation, the commission held, the ques- 
tion of feasibility of the particular pro- 
gram to finance the improvements becomes 
inescapable. It is not merely a question of 
economic hardship on a consumer. It be- 
comes a matter of the feasibility of the 
proposed program to successfully raise the 
necessary revenues required to finance the 
program. Re Town of Ridgeville, No. 
28140, July 10, 1959. 


Order Requiring Restoration of Local Passenger Trains 
Set Aside 


HE supreme court of North Dakota 

affirmed a lower court judgment re- 
versing a commission order requiring a 
railroad to restore daily, except Sunday, 
local main-line service of two passenger 
trains which had been discontinued. The 
court said that when a railroad applies for 
authority to discontinue operation of pas- 
senger trains the question for commission 
determination is whether public conven- 
ience and necessity require their continued 
operation. Evidence in this case estab- 
lished that public convenience and neces- 
sity did not require operation of the trains 
and that the expense of their operation 
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greatly exceeded revenue derived there- 
from. Under these circumstances it was 
deemed unjust and unreasonable to re- 
quire the railroad to continue service. 


Statutory Limitations 


The commission has statutory power to 
make rules and regulations governing 
services to be performed or methods to be 
observed by public utilities. However, 
under such rules and regulations it may 
not, under the guise of regulation, take the 
property of a carrier by compelling it to 
provide services or facilities no longer 
necessary to public convenience and neces- 
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sity. The commission referred to a statute 
which provides that every railroad op- 
erating within the state shall move over 
its line of road, each way on every busi- 
ness day of the year, at least one local pas- 
senger train to consist of not less than one 
engine and tender and combination mail, 
express, and baggage car, and two pas- 
senger coaches. The court said that while 
that statute is mandatory in form, it cer- 
tainly could not have been the intention of 
the legislature to require railroads to 
maintain operation of local passenger 
trains where, as in the instant case, pas- 
senger travel by rail had practically been 
abandoned. 

The court observed that if the statute 
were to be construed so as to require a 
railroad to provide daily local passenger 
service even though no need therefor ex- 
isted, and notwithstanding great financial 


loss to the railroad, such construction 
would render the statute violative of the 
constitutional provision that no person 
shall be deprived of property without due 
process of law. The court concluded that 
under that statute a railroad is required 
to maintain daily local passenger service 
only where a need exists therefor or when 
required to satisfy public convenience and 
necessity. 

Judge Morris concurred in the result 
upon the ground that under the record in 
this case the commission’s refusal to au- 
thorize discontinuance of the passenger 
trains resulted in an unconstitutional ap- 
plication of the germane statutes and was 
confiscatory and violative of the due 
process clauses of the federal and state 
Constitutions. Chicago, M., St. P.& P.R. 
Co. v. North Dakota Pub. Service Com- 
mission et al. 98 NW2d 101. 





Other Recent Rulings 


Compressed-in-transit rate. The U. S. 
district court held that railroads had prop- 
erly applied a percentage increase to the 
compressed-in-transit rate for shipment of 
cotton by carload in bales, notwithstand- 
ing a shipper’s contention that the proper 
method would be to subtract the compres- 
sion allowance from the gross compressed- 
in-transit rate, first to determine the net 
rate, and then to apply the percentage in- 
creases, since the compressed-in-transit 
rate should properly be regarded as an in- 
divisible rate for transportation, involv- 
ing ancillary convenience or service to the 
shipper, and the compression allowance is 
not a fixed and separable element of the 
rate. Benson et al. v. United States et al. 
175 F Supp 264. 


Objection to Examiner. The U. S. 


district court held that objection to an 


Interstate Commerce Commission ex- 
aminer alleged to be unqualified should be 
raised as soon as possible after the facts 
become known or, with diligence, should 
be known, and failure to raise the question 
in timely fashion constitutes a waiver. 
Magnet Cove Barium Corp. v. United 
States, 175 F Supp 473. 


Passenger Train Discontinuance. The 
Massachusetts supreme court held that the 
commission is not obligated in any par- 
ticular manner, or by any single formula, 
to find the precise amount of avoidable 
cost or loss involved in continuing an ex- 
isting railroad service, station, or stop, 
where no constitutional issue is raised, but 
can properly give attention to general 
transportation conditions. City of Newton 
v. Massachusetts Dept. of Pub. Utilities, 
160 NE2d 108. 
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Motor Carrier Competition. The Wash- 
ington supreme court held that a protest- 
ing motor common carrier, in a proceeding 
involving transfer of part of a common 
carrier permit to another carrier, had to 
show, in order to block the transfer, that 
competition would adversely affect the 
public interest, not that competition might 
be injurious to the protesting carrier. 
Washington ex rel. Adams Transport, Inc. 
et al. v. Washington Pub. Service Com- 
mission et al. 340 P2d 784. 


Passenger Trains Discontinued. The 
Idaho supreme court ruled that the state 
commission did not abuse its discretion in 
permitting the discontinuance of two pas- 
senger trains upon evidence that public 
use of them was limited, that revenues 
from the trains were insufficient to cover 
crew wages, and that other adequate trans- 
portation facilities were available. Re 
Union P. R. Co. 340 P2d 1103. 


Minimum Rate Applicable. The Cali- 
fornia superior court held that the mini- 
mum rate is deemed to have been part of 
a contract for the transportation of ma- 
terials where the contract rate specified 
has not been authorized by the commission 
and has, therefore, been rendered illegal 
and void. Alkire v. Owl Materials Co. 341 
P2d 854. 


Demurrer to Review. The Tennessee 
supreme court ruled that a petition to a 
chancery court for certiorari to review a 
commission order granting a motor car- 
rier certificate was not demurrable on the 
ground that none of the protestants had 
ever rendered service, since the question of 
furnishing service is simply one of the ele- 
ments to be considered along with all other 
pertinent facts in granting a certificate. 
Refiners Transport Co., Inc. et al. v. 
Pentecost et al. 325 SW2d 267. 


PUBLIC UTILITIES FORTNIGHTLY 


Permit Ordinance. The Florida district 
court of appeals held that a municipal 
ordinance requiring common carriers to 
obtain permits from the city in order to 
use loading zones did not violate a statute 
providing that a mileage tax would be in 
lieu of all other taxes and fees. Tamiami 
Trail Tours, Inc. et al. v. City of Orlando, 
113 So2d 723. 


Appeal Question Not Raised Below. 
The North Carolina supreme court held 
that protestants could not raise on appeal, 
for the first time, an objection that evi- 
dence was insufficient as to rates for a 
number of minor railroads, where the case 
had been tried throughout on the theory 
that the rate conditions of four major rail- 
roads were typical of the minor railroads 
and that the making of a case for the four 
would be a sufficient case for all. North 
Carolina ex rel. Utilities Commission v. 
North Carolina Dept. of Agriculture, 109 
SE2d 368. 


No Review of Commission Rule. The 
Pennsylvania supreme court held that a 
lower court was without jurisdiction to 
abrogate a commission rule relating to 
railroad schedules, where the regulatory 
impact of the rule had never been visited 
upon the appellant railroad. Pennsylvania 
R. Co. v. Pennsylvania Pub. Utility Com- 
mission, 152 A2d 422. 


Exhaustion of Administrative Reme- 
dies. A Florida court of appeals held that 
the doctrine of exhaustion of administra- 
tive remedies had no force with respect to 
a cause of action by an airline against a 
local port authority for a declaratory de- 
cree, injunction, and damages upon allega- 
tions that the port authority had charged 
the airline rates and fees which were un- 
justly discriminatory. Northeast Airlines, 
Inc. v. Weiss et al. 113 So2d 884. 
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PAINT CREEK POWER PLANT WEST TEXAS UTILITIES COMPANY 116,000 kw—3 Units 


Power in 
West Texas... 


384,000 residents of 166 towns and communities, from 
Oklahoma to Mexico get their electric power from West Texas 
Utilities Company. This total service area is larger than 
the combined areas of seven eastern states and has 

FULL COLOR BROCHURE out- 

more than tripled in electrical sales since 1946. lining the scope of Sargent & Lundy 

services will be sent on request. 
This territory is no longer mainly dependent on 
agriculture and ranching, but is now supported by many 
commercial and industrial activities. The new 50,000 kw 


unit placed in service early in 1959 at the Paint Creek 


SARGENT & LUNDY 
ENGINEERS 


Power Plant near Haskell, Texas, will help to supply 


the growing need for electric power. 


140 SOUTH DEARBORN STREET, CHICAGO 3, ILLINOIS 
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you will want these two companion volumes 


Preparing 
for the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
320 pages 
Price $10 


MONG the values of this compilation of experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


simplifying and speeding up rate 

case groundwork 

saving time and expense of participants 
cutting down “lag losses” 

increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 
Rate Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
400 pages 
Price $12.5¢ 


HIS companion volume deals with those procedura 

matters which come after the preparatory stages o! 
the rate case. It presents for the first time the practical 
problems of conducting the case — 


> filing the application 
> introducing the evidence 


& examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways of 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 
The Formal Approach to the Rate Case 
The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing the Testimony 
Parties—Rate Complaints—Rate Investigations 
Negotiations Before Hearing— 
Prehearing Proceedings 
Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 
The Case for Complainants or Rate 
Increase Protestants 
The Expert Witness 
Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 
Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comparabk 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC... Publishers 
NEW BOOK DEPARTMENT 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 
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ranscontinental Gas Seeks 
Approval for $51,687,000 
Expansion 


ANSCONTINENTAL Gas Pipe 
e Corporation has filed an applica- 
n with the Federal Power Commis- 
n for an estimated $51,687,000 in 
60 construction. 

E. Clyde McGraw, president, said 
p facilities would increase service by 
8823,000 cubic feet daily to 32 
isting customers. 

If approval is obtained on this and 
er pending allocations, Mr. Mc- 
aw said, total peak day allocations 
the company’s system will reach 
23,841,000 cubic feet exclusive of 
prage and 1,764,293,000 cubic feet 
cluding storage. 

Also included in the expansion 
ans for next year are $23 million in 





















sed transportation of 50 million 
bic feet of gas a day to New York. 
According to the application, the 
age ny plans to add 280 miles of 
“big- -inch” pipelines parallel to 
ne ig trunk lines, including 211 
files of 36-inch diameter and 69 miles 
tf 30 inch. In most areas, the new 
oops’ will make up a third parallel 
e i: the company’s transmission 
1. from the Gulf Coast gas fields 
’ York City. 















mists Lists 10 Top Growth 
stries During Next Decade 


history and the future of the 
States is one of “dynamic 
” but something new will be 
n the years ahead for “change 
B the keynote of the Sixties,” Dr. 
ierre A. Rinfret, vice president and 
r of the Economics Depart- 
Lionel D. Edie and Company, 
old the National Electrical 
acturers Association meeting in 
Atlantic City recently. 

Dr. Rinfret prefaced his remarks 
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Industrial Progress 


by saying that the Economics Depart- 
ment of his company—a New York 
business research firm—had just com- 
pleted an extensive analysis of the 
postwar performance of the American 
economy and of the nation’s prospects 
for the next decade. 

The most important conclusions 
drawn from his company’s research 
into the outlook for the major indus- 
tries of the United States is that 
“growth rates are changing: the 
growth industries of the future are 
not necessarily the growth industries 
of the past.” In this connection, Dr. 
Rinfret listed what he considers the 
present 10 top growth industries. 
Here they are—“electric utilities, con- 
sumer boats, foreign travel, missiles, 
electronics, office equipment, housing, 
aluminum, plastics and drugs.” 

“In the coming decade,” Dr. Rin- 
fret said, “we expect that the economy 
will continue to have recessions, and 
that in fact the economy will be more 
vulnerable to economic fluctuations 
than it has been in the past 13 years. 

“The long term growth outlook for 
the United States is excellent. To the 
extent, however, that the 1950's 
were characterized by momentum, the 
1960’s will be characterized by change. 
We are in all kinds of changes— 
changes in the population, changes in 
the economy, and changes in the 
growth rates of individual industries.” 

The economist forecast a gain of 
about 34 per cent a year in volume 
for the American economy during the 
decade of the Sixties. 


Washington Natural Gas Plans 
Outlays at Rate Above 
$5 Million a Year 


WASHINGTON Natural Gas Com- 
pany expects capital outlays will run 
$5 million to $7 million annually for 
the next five years, Charles M. Stur- 
key, president, told the New York 
Society of Security Analysts recently. 








He said that the company had spent 
over $23 million in the past four and 
a half years and is currently expand- 
ing its distribution system at the rate 
of about $7 million a year. Mr. Stur- 
key said the increase in outlays began 
in 1954 in preparation for the intro- 
duction of natural gas to customers 
in 1956. 

Mr. Sturkey told the analysts that ° 
the natural gas business is booming 
in the Northwest. He noted that the 
total of space heating customers had 
risen from 8,800 in 1952 to 30,100 at 
the end of June this year. 

“In the commercial business, we 
are picking up just about all of the 
heating business available and we also 
find gas for commercial water heating 
is the most desirable service that the 
customers can obtain,” he said. 

Mr. Sturkey said the company now 
has 2,050 miles of distribution lines 
to service 64,000 customers and that 
the utility’s gas customers use an 
average of 3,921 therms of gas a year 
against the national average of 2,461. 


Babcock & Wilcox Annual Report 
Wins Fourth Consecutive 
"Oscar" 


FOR the fourth consecutive year, The 
Babcock & Wilcox Company’s annual 
report has been judged the best issued 
by any concern in the industrial 
equipment field. The company’s 
achievement was announced recently 
by Financial World magazine, which 
presented M. Nielsen, B&W presi- 
dent, with a bronze “Oscar of Indus- 
try’ for the excellence of the big 
steam generating equipment concern’s 
report for the 1958 fiscal year. 
B&W’s award-winning report was 
a magazine-type publication measur- 
ing eight and one-half by eleven inches 
and containing 40 pages including 
covers, printed in three colors by the 
letterpress process. It described in de- 
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INDUSTRIAL PROGRESS—( Continued ) 


Kilowatt-hour sales to residen rict 0° 
commercial and industrial custor 
in the recent nine months incre; 
10.2 per cent, 11 per cent and 14 
cent, respectively, over a year agi 


| tail the operations of the company and 
| its subsidiaries, Bailey Meter Com- 
| pany and Diamond Power Specialty 
| Corporation, through extensive use of 
full-page photographs, drawings and ively 
graphically-arranged iinancial matter, Mr. Gale, in his letter to stockh 
| as well as text. ers, noted that the utility establig 
| a new system peak load of 4,338; 
| American Meter Opens New kilowatts on August er nite 
Regulator Factory ei one ae pe ak ar ‘4 
" . . yatts over last winter’s peak ard 3§f;. 
is age gor peond — 000 kilowatts above the 1958 sum 
mally opened a 65, re fot 
| addition to the company’s plant in He said new generating wits 
cage prea cg tage order or under construction will 
ion, which more than ~ ‘ , 
eager : , crease Commonwealth’s net g>nej 
plant’s size, will house all production, ing capability to 6,463,000 A al 
| customer service, warehousing and re- .> the end of 1963. 
search operations of the company’s ~, va ? oe : iF. ele 
Reliance Regulator Division : _ The utility recently announced aft 
American Meter’s Reliance Regu- vision of its construction progrim ged > 
i racers 4 . c z - e 6 ’ rest § . re tia 
lator Division, formerly located in "OW plans to sie or 100 on 
Alhambra, Calif., manufactures gas "C\ facilities during the four yegfon 
pressure regulators for commercial. 1959 through 1962. This 1s an incregit 0V< 
a ee eae <2 et ge wert eal 
| industrial and domestic applications. “tn 000,000 over the previous ¢ 13 
| Established in 1896, Reliance was ~““~ 


aad by American Meter in instead of Thane & OE 
‘iy, Elected President of NEMA 
San Diego Gas & Elec. Plans N. J. 
$15,000,000 Unit at N. J., 


South Bay Plant Betts Company, was elected presiddi 
of the National Electrical Manuf 


icco d 
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on ‘ 
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e fact 


Ge 





ne 2 


| 


Elect 
expec 





Here’s a helpful guide 
to tax-free investing 


A knowledge of tax-exempt 
bonds is increasingly impor- 
tant to sound investment in 
today’s market, for these obli- 


gations have merits applicable 
to virtually any portfolio. 
Foremost, of course, is their 
exemption from federal in- 
come taxes. But beyond this 








THE board of directors of the San 
Diego Gas & Electric Company has 
authorized the design, purchase, and 
construction of Unit No. 2 at the 
utility’s new South Bay Power Plant. 
It will have the same generating capa- 


sion of NEMA’s 33rd annual « 


the Association, succeeds J. L. Singfurs, 





turers Association at the closing s@jn pro 
millic 
vention in Atlantic City, New Jers@Electr 
Mr. MacDonald, a vice presidentffimate 
a 
58. TI 


ton, of Milwaukee, Wis., senior vi 
president, Industries Group, Allit of m 
Chalmers Manufacturing Companyflurs jo 

W. C. Wichman, of Chicago, IjPeak 
vice president of General Flect whole 
Company, and general manager of {> ™ i 
company’s Hot-point Division, w 10 pe r 
elected vice president. A. D. 8. A 
Fraser, of Rome, N. Y., president @ 1° 
Rome Cable Corporation, was clect@!! ex 
treasurer. 

The new NEMA president is al 
chairman of the industry’s annual off 
servance, National Electrical \Vee 
and formerly served as chairn 
the executive committee of th 
tional Wiring Bureau—an indus 
wide organization interested 1 
thering the adequate wiring of ome 







bility of 142,000 kilowatts as the first 
unit which is presently under con- 
struction. It is scheduled to be in op- 
eration in July, 1962. Work on this 
second unit will start upon completion 
of the $22,500,000 first unit which is 
scheduled to be placed in operation in 
July, 1960. 

Cost of the second unit is estimated 
at $15,000,000. The $7,500,000 differ- 
ence in the costs of the two units is 
due to the fact that some of the facili- 
ties provided in Unit No. 1 will also 

| serve Unit No. 2. 

Addition of the units will raise the 
| total generating capability of the Com- 
| pany’s four power plants to 951,000 
| kilowatts, a 40 per cent increase over 
| the present generating capability. 


there are advantages some- 
times overlooked, among 
them time-proved safety, de- 
pendable yield and ever wid- 
ening marketability. 





These advantages and other 
qualities of tax-exempts are 
among the features discussed 
in our timely booklet, The 
Investment Merits of Selected 
Tax-Exempt Bonds. You will 
find it informative and helpful 
in your investment thinking. 
Send for it, without cost or 
obligation. Ask for PF-12-9. 


HALSEY, STUART & CO. INc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 
35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 


Commonwealth Edison Reports 


New Highs in KWH Sales 


COMMONWEALTH Edison Com- 
pany’s kilowatt-hour sales of elec- 
tricity in the first nine months of 1959 
were 11.7 per cent higher than in the 
same period of 1958 Willis Gale, 
chairman, informed stockholders re- 
cently. 


C. & P. Tel. Plans $305,000 Ec 
Improvement Program fi." 


tiona 
THE Board of Directors o: Thhdthe j 
Chesapeake and Potomac Telephon Desc- 
Company, at its regular monthlfige | 
meeting on October 29th, approveffer, s) 
the expenditure of $305,000 fo: platiicted | 


additions and improvements in thiecem) 


















> residenfi rict of Columbia. 

al custonfi co ding to H. Holmes Vogel, 

Te pr sident in charge of the Wash- 

on Company, this appropriation 
be used to provide additional 

e fz. cilities in the Congress Heights 








hee were 613,167 telephones in 
ice in the District of Columbia at 
en. of September, an increase of 
328 over the same month last year. 








‘MB Electric Industry Capacity 
~Bexpected To be Up 10.3% 
By End of 1959 


unc d 
rogrim 4 
000.900Me tcial generating capability of 159 
four yegflion kilowatts, a gain of 10.3 per 
an incregt over 1958, according to the 26th 
vious eqi-Annual Electric Power Survey 
the [dison Electric Institute. 

he survey also forecasts that by 











& Bet en! of 1962, capability will total 
NEiA million kilowatts. 
wn ‘apacity additions for 1959 will ex- 


bl 13% million kilowatts, second 







il@\t present, the industry’s expan- 
osing s@n program, including 1959, totals 
million kilowatts of new capacity. 
‘@llectricity production for 1959 is 
esidentfimated at 707 billion kilowatt 








Elect@vhole will reach a high of almost 
} million kilowatts this December, 
ion, w40 per cent increase over December, 
58. \ccording to the Survey fore- 
‘ak load by December, 1962, 
exceed 153 million kilowatts. 

> survey includes both investor- 
med systems and those of Federal 
cn-Federal governmental agen- 
s, and covers 99 per cent of the 
erg, output of the electric power 
sten . of the nation. 


BNev. Substation First of Kind 
In PG&E System 


.W transmission and_ substation 
clits costing $2,592,000 are near- 
C00 fiz cc apletion by Pacific Gas and 
lectri' Company to provide an ad- 
liona source of power for San Jose 
dthe lower Peninsula. 

phon Desc -ibing the project, L. J. Brun- 
| ge, PG&E San Jose Division man- 
provewer, said the new facilities are ex- 
‘pla tcted to be in operation in early 
ecember, 





























INDUSTRIAL PROGRESS—( Continued ) 


The new $1,687,000 substation is | 
located adjacent to the present Monta | 
Vista Substation three miles west of 
Cupertino. It is the first in the PG&E 
system with both all-aluminum wir- 
ing and welded aluminum bus bars 
which distribute the electricity to | 
aluminum conductor transmission | 
lines leading away from the substa- 
tion. Economical installation of alum- 
inum bus bars is made feasible by ad- 
vanced techniques of aluminum 
welding. 

Power will enter the substation 
from a new 220,000-volt transmission 
line constructed at a cost of $905,000. 
The 22-mile line will carry power | 
from Metcalf Substation, approxi- 
mately 12 miles south of San Jose. 
At Monta Vista, the voltage will be 
stepped down from 220,000 to 110,- 
000 volts for transmission over ex- 
isting lines to San Jose and Peninsula 
points. 


Ebasco Services Cited for 
Safety Record at Florida 


Power & Light Installation 
THE field staff of Ebasco Services 
Incorporated at the Fort Myers, Fla. 
160,000 kilowatt installation recently 
completed for the Florida Power & 
Light Company, has been cited by the 
Florida Industrial Commission for its 
perfect safety record, it was an- 
nounced recently. 

In recognition of the Fort Myers 
staff performance of 340,059 man- 
hours of work between June 15, 1958 
and May 15, 1959 with an unblem- 
ished record of no disabling injuries, 
officials of the Department of Indus- 
trial Safety of the Florida Industrial | 
Commissiion formally presented its 
Certificates of Honor to the Ebasco 
personnel at the station. 

E. S. Crockett, Ebasco construction 
manager, then formally presented the 
certificate to Ebasco construction 
superintendent E. A. Bird for 
permanent display at the Fort Myers 
Steam Electric Station. 


Consumers Power Connects 
500,000th Gas Customer 


CONSUMERS POWER COM- 
PANY’S total number of gas cus- 
tomers has passed the half million | 
mark. | 

“Reports just compiled show that | 
at the end of October we were serv- 
ing 500,171 gas customers,” said 
President Dan E. Karn. 

The company supplies gas service 
in 300 cities, villages and townships 

(Continued on page 24) 


























*Pole-setting attachment optional. 


ARMY REPORT ON JAQUES KJ-254** 


“There was a performance test on Pilot 
Model (Jaques Earth Auger), Model KJ-254, 
built by Texoma Enterprises, Inc. This test 
performed in accordance with Military 
Specification Mil-A-516B, paragraph 3.9 
through 3.9.2. 

“This test was performed in sandy, gravelly, 
red clay, hard and dry to blue silty clay 
at bottom of hole. Average time per hole 
for 25 consecutive holes was 78 seconds. 
Average depth of holes was 67.2 inches. 
Machine functioned at normal temperature.” 


**JAQUES newly developed Model TJ-254 
is 2/2-TIMES FASTER than Model KJ-254! 


ri as JAQUES ant cs 
eii@ a —U.S.NA (! 


Some of 29 JAQUES TJ-254's NAVY bought. 
WHY BUY JAQUES? 


1. JAQUES Augers have finger-tip, feather- 
touch controls...only 3 primary ad- 
justments for easy, simple operation 
..- Mount on standard trucks... 

2. JAQUES drill holes up to 60” diameter 
...up to 25’ deep in toughest soil... 
even in rock... FASTER, CHEAPER... 

3. JAQUES have fewer moving parts for 
longer life...lower maintenance and 
operation costs... less ‘down time”... 

4. JAQUES dig holes up to 45° angle, 
either side of truck... Patented pres- 
sure control takes strain off all parts 
when rock drilling... 

5. FIRST Jaques built 29 years ago is 


STILL IN OPERATION! 


ENTERPRISES, Inc. 


JAQUES Earth 
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Manufacturers of Augers 


HIGHWAY 75 NORTH, SHERMAN, TEXAS 


| ( Send me FREE detailed literature. 

: (0 Have representative call. No obligation. 
NAME 

Brite 

ff Appress. 


g city. STATE 
smaemeeeeseeeesaa ww 
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in 30 Michigan counties. Cities 
served include Alma, Bay City, Flint, 
Jackson, Kalamazoo, Lansing, Pon- 
tiac, Royal Oak, Saginaw, Warren, 
Livonia, East Detroit, Mt. Clemens, 
St. Clair Shores and Plymouth. 
“This represents a gain of 100 per 
cent in number of customers since 
1944 and suggests the tremendous 
growth that has occurred in the south- 
ern half of Michigan’s Lower Penin- 
sula, especially the Oakland, Macomb 
and Wayne County area close to De- 
troit. Use of gas has grown six times 
as fast as number of customers in the 


INDUSTRIAL PROGRESS—(Continued ) 


same period, due in part to the popu- 
larity of gas for house heating.” 

Mr. Karn said the company’s 500,- 
000th gas customer probably was con- 
nected during the latter part of Oc- 
tober. 

The company still has a waiting list 
of more than 100,000 applicants for 
gas space heating, although this type 
of service already has been extended 
to 53 per cent of the more than 500,- 
000 gas customers. 

Consumers also supplies electric 
service to 860,000 customers in 61 
Lower Peninsula counties. 

















Twenty-Seven Year 5%% Debentures 


Dated November 1, 1959 


BLYTH & CO., INC. 


Incorporated 


| HARRIMAN RIPLEY & CO. 
LEHMAN BROTHERS 








A. C. ALLYN AND COMPANY 
Incorporated 

HEMPHILL, NOYES & CO. 

LEE HIGGINSON CORPORATION 


PAINE, WEBBER, JACKSON & CURTIS 


November 18, 1959. 


This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$250,000,000 


|| American Telephoneand Telegraph 
Company 


Interest payable May 1 and November 1 in New York City 
I Price 102.25% and Accrued Interest 


Copies of the Prospectus may be obtained in any State from only such 
of the undersigned as may legally offer these Debentures in 
| compliance with the securities laws of such State. 


MORGAN STANLEY & CO. 
GLORE, FORGAN & CO. 


KIDDER, PEABODY & CO. 


STONE & WEBSTER SECURITIES CORPORATION 


A. G. BECKER & CO. 
Incorporated 


HORNBLOWER & WEEKS 


Due November 1, 1986 


GOLDMAN, SACHS & CO. 
LAZARD FRERES & CO. 
SMITH, BARNEY & CO. 
WHITE, WELD & CO. 
DREXEL & CO. 

W. E. HUTTON & CO. 
F. S. MOSELEY & CO. 


DEAN WITTER & CO. 
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New Low Cost Coal Dust 
And Fly-Ash Control Syste 


THE DEYNOR “wet water” 4 
control system for utility and po 
plants is a new, simple, inexnen 
and effective method for control} 
coal dust, from the point of wig 
ing until it reaches the bunkers IF 
“wetting” and agglomerating ihe 4 
before it becomes airborne, accord 
to an announcement by the minu 
turer. This system is said ‘o 
thousands of dollars on initial cos 

The announcement states tat 
Deynor system consists of a Wet \f) 
ter Mixer (automatic proporiiong 
some valves, spray nozzles, ©1e-i “4 
piping and a supply of Veriwet “ 
water” Cartridges. No pumps, mot 
or storage tanks are required. 
Wet Water Mixer operates on 
plant water system and is reported 
give effective dust contro! at less tf 
1¢ of ton of coal handled. 

A four-page brochure describ 
the system (Deynor Data +66 
with a blue print of a typical insta 
tion, will be mailed on request to D 
nor Corporation, 1 Depot Plaza, } 
maroneck, New York. 


Million-Dollar High Voltage 

Testing Laboratory Goes To 

Work At G-E Switchgear 
Development Center 


A MILLION-DOLLAR High Vo 
age Testing Laboratory, most 3 
vanced of its kind in the world a 
capable of generating up to 3,000,0 
volts for impulse testing and 1,00 
000 volts for indoor or outdoor 4 
cycle tests has been opened by G¢ 
eral Electric in Philadelphia. 

The new laboratory is the latest a 
dition to the company’s $12,000,0 
Switchgear Development — Cent 
dedicated in 1952. 

Now, for the first time, engined 
will be able to simulate the effects 
lightning striking a power system 
the instant high voltage power circ 
breakers are operating to clear sho 
circuits. 

On power systems which «xpe 
ence severe lightning storms ii is 1 
uncommon for one or more lig htni 
surges to reach the breaker during! 
opening operation. 

Although failure of circuit b:eake 
because of this condition ha‘ bed 
rare, unless they are designed t» wit! 
stand this additional electrical shoc 
expensive equipment can be v. recké 
and power lost completely. 

(Continued on page 26) 
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Lifelines of the nation / 


P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Grorce A. Murpny, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





















INDUSTRIAL PROGRESS—( Continued) 


Breakers now being developed for 
the future’s ultra-high-voltages will be 
vulnerable to even more of this multi- 
shock phenomenon, because of the 
necessary higher, longer and more 
exposed transmission lines. 

There is no industry requirement 
for testing the ability of circuit 
breakers to meet this condition of 
lightning hitting immediately follow- 
ing the interrupting cycle. This is at 
least partly true because so little is 
known of the phenomenon itself. 

“Tn fact,” says V. L. Cox, manager 
of General Electric Switchgear La- 
boratories Department, “there is a far 
greater body of knowledge available 
today on the solutions for reaching 
outer space than exists on the causi- 
tives of lightning and its effects on 
our power systems.” 

Total facilities now in place at the 
Switchgear Development Center will 
enable testing of all power breakers 
rated through 690 kilovolts. The new 
high voltage laboratory has played a 
key role in the development of the 
present-day air blast circuit breaker. 
After the prototype was developed, 
the first production breaker from the 
shop floor was run through the com- 
plete series of tests at the lab as a 
final check. 

A key element in the new test cen- 
ter is a synchronous timer that per- 
mits engineers to consolidate control 
of the impulse generator and the high 
voltage power transformer in the 
heavy current generating section of 
the high yard. 

As circuit breakers open on 60- 
cycle fault current, the new timing 
circuit will allow the impulse genera- 
tor to be triggered at a predetermimed 
time point—within  milliseconds— 
either during or after interruption. 

Since circuit breakers in addition 
to other functions are designed to in- 
terrupt lightning-caused short circuits 
of 60-cycle nature, this test will give a 
true simulation of actual multi-stroke 
conditions, in a laboratory situation 
that could not be duplicated in a power 
system. 

Since precise intervals of impulse 
can be governed, experiments will be 
carried out under the pure laboratory 
conditions with engineers in control 
and complete measurement of various 
phases of an experiment can be pro- 
vided. 

Another part of the new building 
will house “wet-test” equipment for 
simulating rain and moisture condi- 
tions under which breakers will be 
called upon to operate. A blending 
tank will combine Philadelphia tap 
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water with a concentrate to provide 
the desired resistivity for the required 
test. 

Wet-testing is expected to give fur- 
ther information concerning flashover 
effects on insulators and insulating 
materials, as well as to give practical 
conditions in testing circuit breaker 
operation under rain conditions. 

Other test conditions to be set up 
in the lab include three phase heat 
runs up to 10,000 amperes ; synthetic 
capacitance switching; and mechani- 
cal operating tests. 

The Switchgear Development Cen- 
ter’s testing facilities have been used 
by many General Electric product 
departments since the Center was 
opened. Considerable development in 
metal-clad switching and relaying, as 
well as in the high voltage air blast 
power circuit breakers has taken 
place as a result of the facility’s ex- 
istence. 


Tindall Heads Transformer 
Sales at Delta-Star 


-HOWARD D. TINDALL has joined 


Delta-Star Electric Division, H. K 
Porter Company, Inc. as manager of 
transformer sales and eningeering. 
His headquarters are in the Division’s 
Electric Service Works at 17th & 
Cambria streets in Philadelphia. 

Mr. Tindall was formerly manager 
of small power transformer sales for 
the Pennsylvania Transformer Com- 
pany. Previous to that he held the 
positions of vice president and gen- 
eral manager with Gardner Electric 
Mfg. Company ; vice president and as- 
sistant chief engineer, Moloney Elec- 
tric Company; transformer design 
engineer, Wagner Electric Company ; 
and commercial engineer, Emerson 
Electric Company. 


Coffin Heads New Structural 
Division of ALCOA 


PHILIP T. COFFIN has been ap- 
pointed general manager of a newly 
established structural division of 
Aluminum Company of America. 

Simultaneous announcement of the 
creation of the division and of Mr. 
Coffin’s appointment was made by F. 
J. Close, Alcoa vice president in 
charge of sales development and in- 
dustry sales. Included in the respon- 
sibilities of the new division, Mr. 
Close said, will be the design, engineer- 
ing, sale, and promotion of aluminum 
in the rapidly developing structural 
field. 

“The new activity recognizes the 
growing importance of aluminum in 





INDI 
the structural field, including such 000- 
plications as electric power tr TI 
mission towers and crossarms. ut 
substations, antenna bases, bu'‘ldig\ 

and_ bridges,” Mr. Close 


“Among its activities, the nev 


and development activities re! ited 
the structural field.” 


as manager “of electrical coi aa 
sales and, since 1955, as man: geq, 
electrical industry sales. He be van 
Alcoa service in 1926, in the electri. 
field, at Alcoa’s New York of ice 


New Tower Line Announ :e¢ 


A COMPLETE line of high st eng 
tubular alloy steel communicatif 
towers, providing structures rang 
from 10 to 500 feet in height, is n 
available from Motorola Communi 
tions & Electronics, Inc. All ‘ow 
meet or Surpass E ‘lectronic Ii dus ed ~ 
mrive be! 

standards. 

The towers are of three-sided s 
tional design. i 
20 feet long and in four weights. 
heaviest towers can be raised t to 


40 panini per square foot hese 
ing. Guys are specified for the towé 
that are more than 100 feet high 
the heaviest models, and for les 
heights in the lighter models. 
Motorola has available a compl 
installation and maintenance progra 
with the new line. A network of sti 
tegically located installation and maiff 
tenance crews has been establish ~y “ 
throughout the country. i 
One to five year maintenance 


W 5 Sal 


cluding erection, when specified, 
backed by a five year Motor 
warranty. 


bn R 
Highway Names Utility Heac . at L 
To Spark Division's Growth] De: 


of Maytag East Coast Cor:pan er 

Jacksonville, Florida. Bei 
Mr. Wedeman’s appointmer'’ is 

line with Highway’s new prog am hster 1] 

expand and accelerate the gro’ th Mill dp 

the Utility Division, accordiag 

David B. Charnay, chairman of 

board of Highway, who made the a 

nouncement. 
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,000-Kva Transformer Completed, Shipped 
In Three Days to Fill Emergency Order 


ILY three days after an emergency order was re- 
ed ‘rom the Utah Power and Light Company, Gen- 
| Electric’s medium transformer department com- 
ed «nd shipped a 5,000-kva power transformer for 
in a Salt Lake City substation. 
_ Whe high degree of standardization in repetitive- 
\Icoa’s enuf: cture medium transformers made it possible, ac- 
sin-e Mijing to General Electric engineers, for the Rome, 
coi dug) pl.nt to assemble and ship the unit in such a short 
nan: geri. 
sie ee he emergency arose when a 5,000-kva transformer 
c of'icel’ damaged at the installation site. A hoisting cable, 
© SBiged vy a local rigging firm, broke and the 20-ton trans- 
mer crashed three feet to its side on the concrete pad. 
nitiil damage was obvious. Replacements were need- 
for ihe high-voltage bushings, pressure relief device, 
d manhole cover. These parts were immediately 
ppe! from Rome. However, the possibility of in- 
ht, ism al damage required a thorough examination of the 
mmunigee! structure. 
\ll towgBecause of this, Utah Power and Light officials de- 
Indysqied to order a duplicate unit, feeling that it might 
nd ofitive before the original could be repaired. Their fore- 
rht p aid off when the new transformer was shipped 
sided sgom Kome only five days after the accident and three 
are 10§ys after the order was placed. 

























h st-eng 
uni cati( 
2S 1 ing 

















ghis, Tj Meanwhile, a thorough examination of the damaged 
od io Hansformer indicated that, in spite of the fall, the 
are f@ly damage was to external fittings. The core and 


feet wandings remained intact. The unit will be installed by 
vindloge utility when repairs are completed at General Elec- 
1e tow@e’s Salt Lake City Apparatus Service Shop. 

: high 


or les 





R-R Announces World's Fastest 
Electronic Computer System 


HE availability of the world’s fastest and most ad- 
ince electronic computer system for business and 
ichgientific use has been announced by the Remington 
and Univac Division, Sperry Rand Corporation. 
ice co Lhe new system, known as the Univac Lare Solid- 
ers, igtate Computer, is a large-scale, “solid-state” digital 
ied, apmpu'ing system which can operate at speeds up to 
[otor@p0 times faster than any computer in existence today. 
was originally designed and constructed by Reming- 
, pn Rend for the Atomic Energy Commission for their 
Headkse a: Livermore, Calif. 
»wth I De: zned with the help of another Univac computer 
en ag? mec! the exacting specifications of the A. E. C., the 
f tlew svstem is geared to handle a range of variables 
~railgxten: ing from the tracking of a missile to the prepara- 
on ©: a company’s payroll. 
nag@ The Univac Lare, according to Remington Rand, 
pain p rform 250,000 additions or subtractions of 12- 
JPgit cecimal numbers per second. It will enable busi- 
ess rt anagement to process problems 25 to 200 times 
am “aster than on existing computers. The rate of speed 
‘th Gill pend on the problems being run. 
new coinputer will sell at upwards of six million 
and will rent from $135,000 a month. In terms 
ial expenditure, the Univac Larc will cost ap- 
reciahly less per operation than any other computer 
3, "in the market, the company said. 
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Problem Solving 


The consultant’s job is to help solve the 
unusual problem, often the one you could 
handle yourself, if you just had the time. 


If you have a specific problem you would 
like to discuss with the appropriate specialist 
on our 750-man staff, we would welcome the 
opportunity to talk with you. 


Some of our specialized consulting areas 
include: 
* Accounting 
* Advertising 


* Consulting and Design Engineering 


Depreciation 

* Economic Feasibility Studies 

* Electronic Data Processing 

* Financing 

* Gas Supply Problems 

* General Management 

* Industrial Relations 

* Insurance 

* Public and Stockholder Relations 

* Purchasing, Expediting and Inspection 
* Rates and Other Regulatory Matters 


Utility Operations 


Commonwealth 


SERVICES INC.—ASSOCIATES INC. 


Management and Business Consultants 
Consulting and Design Engineers 


— OFFICES — 
NEW YORK 22, N.Y. JACKSON, MICHIGAN 
300 Park Ave. 209 E. Washington Ave. 
MUrray Hill 8-1800 STate 4-6111 
HOUSTON 2, TEXAS WASHINGTON 6, D.C. 
M & M Building 1612 K Street, N.W. 
CApital 2-9171 STerling 3-3363 









































AN INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEE 


The P.U.R. Guide 


& A new and different approach to the educational needs of utility employees — called 
THE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
the GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 
staff of specialists. 







































® THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 














Features of THE P.U.R. GUIDE 


& 50 issues of 8 pages (one each week) 
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& Certificate of satisfactory completion 





& Glossary of words and terms and complete index 
® Ring binder embossed with enrollee’s name et se 
> Leader’s Manual for group discussion 

& Occasional reprints from Public Utilities Fortnightly 


&> Enrollments on company order only 





saanee 


Comments about THE P.U.R. GUIDE 


Our Company is currently involved in several training programs, and I feel qualified to 
evaluate the information that you are sending out. I think this type of material is, without 
a doubt, the very best that could be obtained for key utility employees. 


Director of Personnel, Electric Company 


We feel that even those who have been in the utility in- THE P.U.R, GUIDE program is the best basic pubtic 
dustry for many years can learn much by just reading the utility information series I have even encountered. 
material. Vice President, Gas Company 


District Manager, Electric Company 


- i ti THE 
We all feet that this “information program for utility Peg cia, Gale ic uae Eos sana ce ee h 
employees” is a program that is needed in the public your editors treat the various topics; second the si- 


utility industry. i ia plicity in writing. 
ice Presiden as Compan 
‘ sated Employment Supervisor, Gas Compaiy 


I am sure that the total series of 50 will prove of ines- 
timable value to the utility industry. There is a definite need for such a type program in o'r 


Vice President and General Manager, industry. 
Telephone Company Training Assistant, Electric & Gas Compa:y 
Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building € Washington 4, D. ©. 
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Seeeeneeeeeeeeeease 


THE GREATEST GIFT..... 


The greatest gift you can place under anyone’s Christmas tree or find 
placed under your own Christmas tree is the gift of good health. 


You and millions of Americans like you have helped bestow the 
gift of health through your Christmas Seal contributions. You 
have made possible a truly great medical advance—wonderful 
progress against tuberculosis. Since 1907 over eight million 
lives have been saved. But the battle is not yet won: 

TB still kills more people each year than all other 
infectious diseases combined. TB is still a menace. 


Your Christmas Seal gift fights TB throughout 
the year. Mail your check today, please. 


FIGHT TB WITH CHRISTMAS SEALS 


oat ccieee [Public Utilities Fortnightly | 






National Tuberculosis Association 
and its affiliates by 





PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 

















' CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 











BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development ® Construction ® 
Electric, Steam and Hydro Plants ¢ Aeronautical and Missile 
Facilities © Surveys ©@ Nuclear, Chemical and Industrial Plants @ 
Transmission ® Distribution ® Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C, e Hempstead, L. I. e Santa Monica, Calif. 

















SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 











Mention the FortNiGHTLY—It identifies your inquiry 





PUBLIC UTILITIES FORTNIGHTLY—DECEMBE:. 3, ! 






















nd 









ECEMi: 


, IMECEME SR 3, 1959—PUBLIC UTILITIES FORTNIGHTLY 





PROFESSIONAL DIRECTORY 


(continued) 








DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 
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11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-g4s 
peak shaving 


EMPIRE GAS and stand-by 
ENGINEERING CO. plants tor 


+ municipalities 
P.O. Box 1738. + Industry 


+ design 


Atlanta 1. Georgia » construction 
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Fi ford, Bacon & Davis 


BaD VALUATION En inicers CONSTRUCTION 
REPORTS g RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & J ACoBUS 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 










New York WESTBURY CLEVELAND TUCSON 








(Professional Directory Continued on Next Page) 





Pc 
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GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 
525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theetre Building Ann Arbor, Michigan NOrmandy 8-7778 
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he Ku lj ian loyovralion 


momoG i N-E ERS ° SC OGNeS TRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
orem c CLASS COST ANALYSES for Developing CLASS RATES a 
WATER OF RETURN and UNIT COSTS for use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 











CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Reports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ees CHARLOTTE, N. C. 











MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


s complete management 

_ ae cs e consultation 

J MANAGEMENT} e special investigations 
NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 e Chicago 1, Illinois ° MOhowk 4-6500 


NATIONAL CITY 
~| 

















Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 3 SPECIALISTS IN 
OPERATING ENGINEERS 4 ACCOUNTING, FINANCING, RATES, 
PURCHASING INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 
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SARGENT & LUNDY 
ENGINEERS 
Consultants to the Power Industry 


@ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


@ DESIGN 


Tee 











345 Hudson St. 





Rate of Return ¢ 
Customer Surveys 
Regional Economic Studies 


STANDARD RESEARCH CONSULTANTS, INC. 
Valuations ©® Capital Costs 

© Depreciation Studies 
© Property Records 


Watkins 4-6400 


New York 14, N. Y. 








STONEsWEBSTER 


ENGINEERING CORPORATION 


DESIGN » CONSTRUCTION - REPORTS - APPRAISALS 
EXAMINATIONS + CONSULTING ENGINEERING 





NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
TORONTO 





e 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 
OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
HANDY-WHITMAN INDEX OF WATER UTILITY 


DESIGN—SUPERVISION 
REPORTS—VALUATIONS 


1304 ST. PAUL STREET 


CONSTRUCTION COSTS 
BALTIMORE 2, MARYLAND 

















Abram6/Aerial Survey 
Laporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 

Abrams Bidg. Lansing, Mich. 








EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 


PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Pablic Usility Valuations, Reports ond 
Original Cost udies 


910 Electric Building Indianapolis, Ind. 














BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


mee Bee Gl el. a >) 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL. 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


HARRISBURG, PENNSYLVANIA 


MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories In Principal Cities 




















Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 








MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 








A. S. SCHULMAN ELECctRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 





2416 S. MICHIGAN AVE., CHICAGO, Td. 
Angeles 

















PETER F. LOFTUS a 


Design and C ing Eng s 


Electrical * Mechanical ¢ Structural 
Civil * Nuclear ¢ Architectural 


% 
eusueo™ FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


sei, 





%, 








The R.W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Dngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 
Engineers & Consultants 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washiagtoa 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


332 Pennsylvania Building 
Washington 4, D. C. 








A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Pertland 


Inspectors stationed throughout the U.S.A. 
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INDEX TO ADVERTISERS 





The Fortnightly lists below the advertisers in this issue for ready il 
ence. Their products and services cover a wide range of utility needs. 
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General Electric Company .......... Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers .............. 32 
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Gilman, W. C., & Company, Engineers ........ . B2 
*Glore, Forgan & Company .................. : 
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Halsey, Stuart & Company, Inc. ...................... 22 
*Harnischfeger Corporation ......................... 
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KELLOGG ENGINEERS 


BUILD LONG LIFE 


INTO POWER PLANTS 


Wih costs of downtime constantly 
cdimbing, the soundest investments 
in new central stations today are 
those engineered for optimum pro- 
tection against failure tomorrow. 

This is one of the reasons why The 
M. W. Kellogg Company, world- 
wide engineers and builders of plants 
for basic industries, is so frequently 
charged with the execution of large 
capital expenditures by electric util- 
ities—one industry vital to all. 

In central stations functioning 24 
hours every day, a major Kellogg 
responsibility is to install and weld 
the hundreds of feet of heavy-walled 
main steam lines that keep steam 
flowing to the turbines, as well as 





much of the auxiliary piping. 
Through Kellogg’s metallurgical 
background and the company’s de- 
velopment of special field-welding 
techniques, the security of Kellogg 
K-Welds® on stainless, chrome- 
moly, and high quality carbon steel 
piping is assured for the life of the 
steam generating system. 
Kellogg’s role in the erection of 
one major utility’s newest power sta- 
tion is fully described in the 12-page 
booklet—‘‘The Eddystone Story.” 
Inquiries for this booklet are invited 
from consulting engineers, engi- 
neers of power generating compa- 
nies, and manufacturers of boilers, 
turbines, and allied equipment, 


co THE M.W. KELLOGG COMPANY 


711 Third Avenue, New York 17,N.Y. A Subsidiary of Pullman Incorporated 


Offices of Kellogg subsidiary companies: Toronto, London, Paris, Buenos Aires, Caracas, Rio de Janeiro 
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THE THREE MILLION-VOLT IMPULSE GENERATOR is housed in a windowless, 
single-span, high-bay structure 63 feet wide, 187 feet long, and 65 feet high. 
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THIS AIR-BLAST TRANSMISSION BREAKER is being 
prepared for a power/impulse test. 


AT GENERAL ELECTRIC’S NEW HIGH VOLTAGE TESTING LABORATORY IN PHILADELPHIA... 


Nature Comes Indoors 


Effects of lightning and rain on 
power systems being studied in 
new research facility. 


The latest addition to General Elec- 
tric’s Switchgear Development Cen- 
ter in Philadephia is a million-dollar 
high voltage testing laboratory. 


Heart of the new test center is a 
three million-volt impulse generator 
which can be set off by a synchronous 
timer at the exact moment a high 
voltage power circuit breaker is op- 
erating to clear a short circuit. Now, 
for the first time, General Electric 
engineers will be able to duplicate the 


situation in which lightning strikes a 
transmission system at the instant 
circuit breakers are opening. It’s im- 
portant that the circuit breakers of 
the future be designed to withstand 
such multi-shock conditions. The 
reason for this is seen in the higher, 
longer, and more exposed transmis- 
sion lines required to carry to- 
morrow’s ultra-high voltages. 

A WET-TEST DEVICE, which 
simulates the effects of rain and 


MORE POWER 


moisture on switchgear components, 
is another feature of the new fac) ity. 
Impulse testing will provide im} ort- 
ant information about the resul!; of 
flashover on insulators and insul: ing 
materials. 

Power transmission systems ot the 
future will be even more reliable isa 
result of this new investment in igh 
voltage testing facilities. For moi in- 
formation, contact your local 1-E 
Apparatus Sales Office. 3¢ 412A 


TO AMERICA 


GENERAL @@ ELECTRIC 











